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FOREWORD. 



This analysis of the recently enacted legislation affecting 
municipal finances is published, in response to a very general 
, demand from public officials and those interested in New Jersey's 
^ new program of fiscal control. 

The aim of this pamphlet is to set forth in simple words the 
operation of the laws. 

The several acts are a part of one comprehensive plan which 
aims to bring the entire fiscal program of municipalities and coun- 
ties under uniform statutes having universal application. 

The procedure has been made as simple as possible, at the 
same time preserving all necessary control and safeguards. 
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STATEMENT BY COMMISSIONER OF 
MUNICIPAL ACCOUNTS 

The need of a handbook containing, in convenient form, in- 
fonnation regarding the Municipal Finance laws is urgent. It 
is with gratification, therefore, that I learn of the publication of 
such a work, for I am confident that it will prove of invaluable 
assistance both to this departntent and to public officials. 

The construction placed on the several statutes with which 
this department is directly concerned is the same as that used 
by the Department. 

Department of Municipal Accounts, 

WALTER R. DARBY, 

Commissioner. 



Trenton, September 25, 1918. 



THE PURPOSES OF THE LA WS. 

In order that the results sought to be accomplished bp these 
statutes mag be better understood, the underlying pur- 
poses of the laws are given as follows: 

To establish a unifomi fiscal policy in all municipalities and 
counties. 

To deal with subjects without regard to the size or class 
of the municipality or county. 

To impose the recognized principles of sound financing in 
all departments of public affairs. 

To give the taxpayers a voice in the budget, which shall 
represent the complete program of the financial transactions for 
the year, and shall constitute a contract as between the governing 
lx)dy and the taxpayer. 

To make the Budget and the resultant tax levy represent 
the true cost of government. 

To provide for the amortization of present indebtedness by 
proper sinking fund requirements. 

To so control the creation and retirement of further debt 
obligations that the taxpayers who enjoy the benefits of the im- 
provement shall pay their proper proportion for its creation and 
upkeep. 

To prevent the creation of further floating indebtedness and 
refunding obligations. 

To establish a state department having proper supervision 
and control of public finances. 
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The Laws 



LAWS CONSTITUTING THE PROGRAM OF 
MUNICIPAL FINANCE REFORM. 



Annual Audit Chapter 268, P. I 


.. I918 


Budget Act ' 


192, " 


I917 




242, " 


I918 


Bond Act ' 


252, " 


I916 




240, " 


I917 




259, " 


I918 


Bond Act (Art. 6 City School) ' 


' I ID, " 


I917 


Bond Act (Art. 7 Country School) ' 


III, " 


I917 


Department of Municipal Accounts ' 


154, " 


I917 




266, " 


I918 


♦Gross Receipts Tax ' 


148. " 


I918 


Financial Statement ' 


155. " 


I917 


Fiscal Year Act * 


' 238. " 


I918 


Floating Indebtedness Act ' 


153. " 


I917 


Records of Proceeding for Bond 






Issues ' 


156, " 


I917 


Registry of Auditors ' 


267, " 


I918 


Sinking Fund Act ' 


' 212, " 


I917 




243, " 


I918 


Tax Act (Revision 1918) ' 


236, " 


I918 


Tax Sale Act (Revision 1918) ' 


237, " 


I918 


Temporary Financing (School) ' 


112, " 


I916 



*This act was not one recommended by the Commission, but has an 
intimate connection with the new tax plan. 



The Amendments 



AMENDMENTS CHANGING ASSESSMENT AND 

COLLECTION DATES TO CONFORM TO THE 

NEW ASSESSMENT AND COLLECTION 

DATES OF THE TAX ACT 



Bank Stock Tax Act 
District Tax Act 
Franchise Tax Act 

First Class R. R. Tax 
Second Class R. R. Tax 
State Road Tax 
State School Tax 



Chapter 265, P. L. 1918 



276, 




I9I8 


239, 




I9I8 


240, 




I9I8 


284, 




I9I8 


284. 




I9I8 


175. 




I9I8 


341, 




I9I3 


236, 




I9I8 



Note : — The act changing the date for school appropriations fail- 
ed of passage, but will be presented and without doubt passed 
early in the session of 19 19. 

Note: — The Municipal Home Rule Act, Chapter 152, P. L. 1917 
as amended Chapter 163, P. L. 1918, and the County Home 
Rule Act, Chapter 185, P. L. 1918, providing for administra- 
tive powers were passed in support of the recommendations of 
another Commission, but their provisions are in harmony with 
the financial program of these acts. 



Calendar 

GENERAL CALENDAR 

JANUARY I. — Beginning of fiscal year all municipalities and 
counties. P. L. 19 18, Ch. 238, Sec. i. Plans should be 
niade to compile municipal and county budgets. 

The Bond Act directs the chief financial officer of munici- 
palities and counties to file the annual debt statement as of 
December 31, with the municipal clerk or the clerk of the 
Board of Freeholders in the month of January, P. L. 1917* 
Ch. 240, Sec. 12. 

Note: — Copy must also be filed with the Department of Muni- 
cipal Accounts. 

Assessors should give notice that assessment lists may be 
insi>ected before January 10, P. L. 1918, Ch. 236, Sec. 502. 

It is recommended that early in the year municipalities fix 
the rate of discount to be allowed on payment of taxes be- 
fore they are finally payable and the penalty to be charged 
for delinquency, P. L. 1918, Ch. 236, Sec. 602. 

Bank stock is assessed as of this date, and the tax is a 
lien against such stock as of this dale. P. L. 1918, Ch. 265, 
Sec. 7. 

Last day for filling vacancies in sinking fund commission, 
P. L. 1917, Ch. 212, Sec. 3. 

JANUARY 5. — Last day for Sinking Fund Commission to 
transmit statement to Conmiissioner of Municipal Accounts 
as to receipt or non-receipt of sinking fund requirements for 
previous year. P. L. 1917, Ch. 212, Sec. 15. 

JANUARY 7. — Last day for meeting of Sinking Fund Com- 
mission for organization, P. L. 1918, Ch. 212, Sec. 3. 

JANUARY 10.— Assessor miist attend at County Board of Tax- 
ation and file duplicates; from this date penalty runs for 
delinquency, P. L. 1918, Ch. 236, Sec. 501- 

l^'he local Assessors shall make separate schedule of the 
property of public utilities as defined by the Gross Receipts 
Tax, P. L. 1918, Ch. T48, and the Franchise Tax P. L. 
19 1 8, Ch. 239 and Ch. 240, and file same with duplicate with 
the County Board of Taxation. 
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Calendar 

Banks shall file statements as to names of stockholders and 
value of the stock as of January i, P. L. 1918, Ch. 265, 
oec. 3* 

JANUARY 15. — Last day for Collector to file account of re- 
ceipts and disbursements of previous year with governing 
body, P. L. 19 18, Ch. 236, Sec. 610. 

County Board of Taxation fixes assessment of bank stock, 
P. L. 19 18, Ch. 265, Sec. 6. 

Last day for all Sinking Fund Commissions to make an- 
nual report for previous year to their governing body, P. L. 
1918, Ch. 212, Sec. 9. 

JANUARY 25. — Last day for approving the County Budget, 
P. L. 1 91 8, Ch. 242, Sec. 2. 

JANUARY 31. — Last day to file the annual debt statement with 
the Clerk of the municipality or Clerk of the Board of Free- 
holders, P. L. 19 1 8, Ch. 240, Sec. 12. A copy of the state- 
ment shall be sent to the Commissioner of Municipal Ac- 
counts. 

Last day for publication of the annual report of sinking 
fund, P. L. 1917, Ch. 212, Sec. 9. 

FEBRUARY i. — Last day for Comissioner of Municipal Ac- 
counts to file the certificate of sinking fund requirements for 
school bonds for Article VII, Country School Districts, P. 
L. 1918, Ch. 243, Sec. 15. 

Last day for all utility corporations to file with the State 
Board of Taxes and Assessment statement showing the 
gross receipts of the previous year, P. L, 1918, Chs. 148, 
239, 240. 

Last day for State Comptroller to transmit to State Board 
of Education and County Collector statement of state school 
taxes to be raised in each county, P. L. 19 18, Ch. 236, Sec. 

503. 
FEBRUARY 5.— Last day for Board of Education, Article VI, 

city school district, to file estimate for school purposes for 

ensuing school year (this effective only if new law passes 

1919 Legislature). 
FEBRUARY 9. — Last day for adoption of County Budget, P. 

L. 1918, Ch. 242, Sec. 2. 



Calendar 

Last day for approval of Municipal Budget, P. L. 191 8, 
Ch. 242, Sec. 2. 

FEBRUARY ro. — Last day for County Collectors to lay before 
the County Board of Taxation the amount of state school 
tax to be raised in the county, P. L. 19 18, Ch. 236, Sec. 

503. 

FEBRUARY 15. — Meetings of fire, water, light, sewer and 
similar districts shall be held and pass on money to be raised 
for the year not later than third Saturday in February, P. 
L. 19 18, Ch. 276, Sec. I. 

Last day for adopting the school budget by Board of 
School Estimate, Article VI, City School Districts (effec- 
tive only if new law passes 19 19 Legislature), 

FEBRUARY 22. — The annual meeting in Article VII, country 
school districts to vote school moneys for ensuing school 
year to be held fourth Tuesday in February (this effective 
only if new law passes 1919 Legislature). 

FEBRUARY 24. — Last day for adoption of Municipal Budget, 
P. L. 1918, Ch. 242, Sec. 2. 

FEBRUARY 28.— County Board of Taxation to certify to State 
Board of Taxes and Assessment copy of returns of proper- 
ties of public utilities as described by the Gross Receipts 
Tax, P. L. 19 1 8, Ch. 148, and the Franchise Tax, P. L. 
191 8, Chs. 239 and 240. 

MARCH I. — Last day for filing the statement of financial con- 
dition of municipalities and counties with the Commissioner 
of Municipal accounts, P. L. 1917, Ch. 155, Sec. i. 

Last day for Clerk of municipalities, counties, Article 
VII, country school districts and district meeting to certify to 
County Board of Taxation the money to be raised by tax- 
ation, P. L. 19 18, Ch. 236, Sees. 504, 505, 506 and P. L. 
1 9 18, Chap. 276. 

Last day for Collector to file statement of unpaid taxes 
up to date, giving description of property and name of own- 
er, with recomnxendations of erroneous assessments and un- 
coUectable taxes, with governing body, who shall examine 
and instruct as to disposition thereof before April i, P. L. 
1918, Ch. 236, Sec. 610. 
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Calendar 

During the month of March all delinquent personal taxes 
shall be advertised, P. L. 19 18, Ch. 236, Sec. 6n. 

Last day for State Board of Taxes and Assessment to 
certify valuation of second class railroad and canal property 
to taxing districts, P. L. 19 18, Ch. 284, Sec. 3. 

Last day for railroad and canal corporations to submit 
schedule of valuation of first and second class property as 
of January i, P. L. 19 18, Ch. 284, Sec. 3. 

Last day for State Comptroller to apportion among coun- 
ties their quota of the railroad main stem tax for public 
schools, P. L. 1913, Ch. 341. 

Last day for State Board of Taxes and Assessment to 
certify to County Board of Taxation and local Assessors the 
value of second class railroad and canal property in each 
taxing district, which shall apply for the year's taxation, 
P. L. 191 8, Ch. 284, Sec. 3. 

MARCH 10. — Last day for County Board of Taxation to com- 
plete tax list and fill out aggregates, P. L. 1918, Ch. 236, 
Sec. 508. 

MARCH 13. — Last day for County Board of Taxation to de- 
liver to County Collector the list of aggregates. He shall 
"forthwith" have same printed and mailed as directed, P. L. 
1 9 18, Ch. 236, Sec. 508. 

MARCH 31. — Last day for governing body to determine by 
action the recommendations of Collector as to uncollectable 
taxes, etc., P. L. 191 8, Ch. 236, Sec. 610. 

APRIL I. — Last day for County Board of Taxation to certify 
to State Board of Taxes and Assessment the rate as struck 
for each taxing district, P. L. 1918, Ch. 284, Sec. 3. 

Last day for County Board of Taxation to deliver cor- 
rected tax duplicates to the several Collectors, P. L. 19 18, 
Ch. 236, Sec. 509. 

Collector to commence making out tax bills, P. L. 19 18, 
Ch. 236, Sec. 601. 

First half of local taxes due on this date, P. L. 1918, 
Ch. 236, Sec. 602. 

Bank stock tax payable on this date, P. L. 1918, Ch. 236, 
Sec. 602 and Chap. 265. 

II 



Calendar 

Discount as fixed by governing body may be allowed for 
taxes paid before May 2, P. L. 1918, Ch. 236, Sec. 603. 

Last day for County Board of Taxation to certify to the 
State Board of Taxes and Assessment the tax rates of the 
several taxing districts in the county, P. L. 1918, Oh. 284, 
»^ec. 3* 

MAY I. — Last day for completion of annual audit of municipal 
and county accounts. A copy must be filed by auditor with 
the Department of Municipal Accounts at Trenton within 
five days after repprt filed with governing body, and Clerk 
must advertise summary and recommendations within thirty 
days. Fine for failure. P. L. 19 18, Ch. 268, Sec. 1-2-3. 

Last day for State Board of Taxes and Assessment to 
certify the amount of the Gross Receipts Tax and the F'ran- 
chise Tax to the local Assessor, P. L. 1918, Chs. 148, 239, 
240. 

My\Y 2. — Last day when discount on first half of tax may apply, 
P. L. 191 8, Ch. 236, Sec. 603. 

MAY 6. — Last day for the local Assessors to deliver to the utility 
corporations and the local Collectors the bills of the Gross 
Receipts and Franchise Tax due the district, P. L. 19 18, 
Ch. 148, 239, 240. 

MAY 15. — All tax bills shall be sent out before this date, P. L. 
1918, Ch. 236, Sec. .601. 

MAY 31. — License certificates of Municipal Accountants for 
New Jersey expire on this date, P. L. 1918, Ch. 267, Sec. 5. 

JUNE I. — First half General Property Tax delinquent on this 
date. Penalty runs from this date, P. L. 1918, Ch. 236, 
Sec. 602. 

Discount as fixed by governing body may be allowed in 
payment of second half of taxes if paid with first half or at 
any time before November 2, P. L. 1918, Ch. 236, Sec. 603. 

Last day for payment of first half bank stock tax to 
County Collector, P. L. 191 8, Ch. 265, Sec. 6. 

Last day for payment of first half of Gross Receipts Tax 
to local Collector, P. L. 1918, Ch. 265, Sec. 6. 
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Calendar 

Last day for paying first half of Franchise Tax to local 
Collector, P. L. 191 8, Chs. 239 and 240. 

JUNE 15. — First half of County tax to be paid County Collector 
on this date. Penalty runs from this date, P. L. 1918, Ch. 
236, Sec. 605. 

Last day for filing appeals with County Board of Taxa- 
tion, P. L. 1918, Ch. 236, Sec. 701. 

JUNE 30. — End of school year in all districts, S. S. L. 1903, 
Ch. I. 

JULY I. — Beginning of school year in all school districts, S. S. 
L. 1903. 

Collector shall commence sale of all unpaid taxes, assess- 
ment and municipal liens of the previous and prior years, 
P. L. 1918, Ch. 237, Sec. 16. 

Last day for Collector to pay to the Custodian of School 
moneys the first half of moneys raised for local school pur- 
poses in Article VII, Country School Districts, P. L. 1918, 
Ch. 236, Sec. 605. 

AUGUST 29. — Last day for filing statement of the financial 
condition of school districts with the Commissioner of Muni- 
cipal Accounts, P. L. 1917, Ch. 155, Sec. i. 

SEPTEMBER i. — Last day for County Board of Taxation to 
hear appeals and render decisions, P. L. 191 8, Ch. 236, Sec. 
702. 

State Comptroller to pay County Collectors quota of rail- 
road nwneys due for public school, P. L. 1913, Ch. 34s. 

OCTOBER I. — Assessors commence assessing on this date, all 
property assessed as of this date, P. L. 191 8, Ch. 236, Sec. 
202. 

NOVEMBER i. — Last day when discount may be allowed for 
paying second half of taxes, P. L. 1918, Ch. 236, Sec. 603. 

Last day for filing the statement of sinking fund require- 
ments for succeeding year with the governing body and 
Commissioner of Municipal Accounts for all bonds of muni- 
cipalities and counties, P. L. 1918, Ch. 243, Sec. 15. 
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Calendar 

DECEMBER i. — Last clay for paying second half of general 
property taxes. All unpaid taxes with interest become de- 
linquent on this date. Penalty runs from this date, P. L. 
1918, Ch. 236, Sec. 602. 

All unpaid taxes become liens on and after this date, P. L. 
1918, Ch. 237, Sec. 6. 

Collector shall enforce unpaid personal, poll, and dog 
taxes by distress and sale of goods or arrest, P. L. 1918, 
Ch. 236, Sec. 606. 

Last day for payment of the second half of bank stock 
delinquent after this date, P. L. 19 18, Ch. 265, Sec. 6. 

Last day for payment of Second Class Railroad taxes to 
State Comptroller, P. L. 1918, Ch. 284, Sec. 8. 

Last day for paying second half of Gross Receipts Tax to 
local Collector. Tax a lien on and after this date, P. L. 
1918, Ch. 148. 

Last day for paying second half of Franchise Tax to local 
Collector. Tax a lien on and after this date, P. L. 1918, 
Ch. 239 and 240. 

Last day for filing with Department of Municipal Ac- 
counts the sinking fund requirements for bonds issued by 
school districts. Article VII, Country School Districts. 

Last day for the Commissioner of Municipal Accounts to 
send certificate of sinking fund requirenuents to governing 
body and sinking fund commission, P. L. 1918, Ch. 243, 
Sec. 15. 

The budget for the succeeding fiscal year may be approved 
and adopted during the month of December. 

No tax anticipation notes for the current fiscal year can 
be issued after this date, P. L. 1918, Ch. 242, Sec. 21. 

DECEMBER 2. — Last day for banks to notify County Board of 
Taxation to pay bank stock tax for stockholders, P. L. 19 18, 
Ch. 265, Sec. 8. 

DECEMBER 10. — Last day for State Comptroller to pay the 
Second Class Railroad taxes to the County Collector, P. L. 
19 1 8, Ch. 284, Sec. 9. 

DECEMBER 15.^ — Last day for payment of second half of 
County tax and entire amount of State and State School 
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Calendar 

Taxes to County Collector. Penalty runs from this date, 
P. L. 1918, Ch. 236, Sec. 605. 

Last day for the Collectors to pay the second half of the 
school moneys to the Custodian of Article VII, Country 
Sdiool Districts. Penalty at rate of 6% runs fram this 
date, 'P. L. 1918, Ch. 236, Sec. 605. 

Last day for the County Collectors to pay the Second 
Class Railroad Tax to the taxing district, P. L. 19 18, Ch. 
284, Sec. 9. 

DECEMBER 20. — Last day for the County Collectors to pay 
state taxes to State Treasurer. Penalty runs from this date, 
P. L. 1918, Ch. 236, Sec. 605. 

DECEMBER 26. — ^Last day for County Collectors to pay the 
State Road Tax to State Treasurer, P. L. 19 18, Ch. 175, 

oCC. I. 

DECEMBER 31. — Collectors file statement of amount of taxes 
collected, and amount delinquent with the treasurer, of all 
municipalities, excepting cities, on this date, P. L. 1918, 
Ch. 236, Sec. 610. 

All appropriations expire and accounts closed for year, 
P. L. 1918, Ch. 242, Sec. 7 (c). 

All tax anticipation notes must be paid and retired on 
this date, P. L. 19 18, Ch. 242, Sec. 31, 

Last day for payment of the amount as required by the 
certificate of the Commissioner of Municipal Accounts for 
Sinking Fund Commissions, P. L. 1917, Ch. 212, Sec. 15. 

All Tax Revenue Notes or Bonds of the third preceding 
year. Interest Deficiency notes of previous year shall be paid 
and retired by this date, P. L. 1918, Ch. 242, Sec. 21-22. 

Close of fiscal year all municipalities and counties, P. L. 
Ch. 238, Sec. I. 



Plan of Accounts 

THE PLAN OF ACCOUNTING 

The Plan of Accounting which carries through the entire pro- 
gram of financing mag properlg be divided into four 

distinct classes, as follows: 

First — Current Accounting 

Under this classification in the current ledger is placed the 
accounting of current revenues and expenditures. The accounts 
are set up each year from the budget items. All revenues avail- 
able for and expenditures under budget appropriations during 
the year are expressed under their proper headings. Each year 
is a unit, opening with the surplus as shown by the Surplus Rev- 
enue Account, and all accounts are balanced into this account at 
the close of the year, leaving only this account to carry over into 
the new years. The necessary financing for current purposes is 
also expressed and controlled in this ledger. 

Second — Trust Accounts 

The accounting of all municipally owned utilities or enter- 
prises come under this classification. The receipts from services 
rendered and the fixed charges are expressed and controlled under 
the several individual accounts. 

Assessment improvement accounts come under this class, 
and likewise must be kept distinct and separate from all other 
accounts. The collection from assessments, together with penal- 
ties and interest, which are dedicated in their entirety to the 
payment of interest and principal of the obligations issued for 
such improvements are classified under this heading. 

Third — Capital Accounts 

The transactions incident to financing the construction of 
improvements or acquisition of property, the cost of which is to 
be borne by the municipality or county at large, to be financed 
by note or bond issue, find expression under this classification in 
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Plan of Accounts 

the capital Kti^r ^^he laws authorizing the improvement and 
the issuance of notes or bonds to finance same are distinct from 
other laws pertaining to finances and clearly recognize such un- 
dertakings as capital purposes. 

Fourth — Reserve Accounts 

AH sinking funds or reserves set up to meet obligations 
falling due in the future come under this class. The stated con- 
tributions, their collection and distribution are clearly defined, as 
well as the investment and final disposition of the funds. 

Note: — It will be noted that the term "revenue" is used for 
all moneys coming into the general treasury which are ap- 
plicable for current or budgetory expenditures, and all other 
income is termed "receipts"; by observing this distinction, 
much confusion will be avoided and a better understanding 
of the statutes will be had. 

Note: — As the statutes forming the new plan of fiscal control, 
are based on the above distinctions of accounts, it will greatly 
facilitate the understanding of the laws and their operation 
to carefully study these classifications and operate under the 
plan as set forth. 



17 



J 



THE BUDGET ACT 

Chapter 192, P. L. 1917 

as amended by 
Chapter 242, P. L. 19 18 

The Budget is the Instrument of Control for the Year's Current 

Revenues and Current Expenditures. In it all Anticipated 

Revenues Applicable to Current Expenditures Must be 

Stated and Under Its Appropriations Alone all 

Expenditures Must be Made. 

Sections 1-2-^4 

For convenience, a distinction is made in section i between 
the Municipal Budget and the County Budget. Both budgets are 
compiled, approved, advertised, adopted and operate in practically 
the same manner, differing only in the few minor details which 
are peculiar to municipal or county needs. 

The Municipal Budget 

The Local or Municipal Budget is prepared by the usual 
official or committee. It may be approved and adopted during 
the last month of the old fiscal year, but must be approved in 
sufficient time previous to the fortieth day after the beginning of 
the fiscal year to allow for the advertising and hearing, which 
latter must be held on or before the fortieth day (February 9th) 
after the beginning of the fiscal year. This date should be con- 
sidered as the latest possible date for the hearing. At the time 
of the approval the date for the hearing shall be fixed. At or 
after the hearing, but previous to or on the fifty-fifth day (Feb- 
ruary 24th) after the beginning of the fiscal year the Municipal 
Budget must be adopted by resolution. When adopted by the 
governing body, the budget appropriations will control expendi- 
tures for municipal purposes for the year, unless amended by the 
Tax Ordinance, (section 5), in which case, the amended appropri- 
ation will control from that time until the end of the fiscal year. 
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The Budget 

The County Budget 

The County Budget is to be prepared by the usual official 
or committee. It may be approved and adopted during the last 
month of the old fiscal year, but must be approved in sufficient 
time previous to the twenty-fifth day after the beginning of the 
fiscal year to allow for the advertising and the hearing, which 
latter must be held on or before the twenty-fifth day (January 
25tli) after 'the beginning of the fiscal year. This date should 
be construed as the latest possible date for the hearing. At the 
time of approval a date for the hearing shall be fixed. At or 
after the hearing, but previous to or ofi the fortieth day (Feb- 
ruary 9th) after the beginning of the fiscal year, the County 
Budget must be adopted by resolution. When adopted by the 
governing body, the budget appropriations will control the ex- 
penditures for county purposes for the year, unless amended by 
the Tax Resolution (section 5), in which case, the amended 
appropriation will control from that time to the end of the fiscal 
vear. 

Note 1: — The Municipal and the County Budgets are both 
approved and adopted by resolution. 

Note 2: — Under section 3, the duty is imposed upon the 
Municipal Clerk and the Clerk of the Board of Freeholders to 
mail a copy of the budget as soon as approved to the Commis- 
sioner of Municipal Accounts at Trenton. 

Note 3: — Under the new Tax Act, Chapter 236, P. L. 1918, 
the Tax Ordinance for municipalities, or the Tax Resolution 
for counties, must be finally passed previous to March 1st, 
consequently provision is made in section 20 whereby the Tax 
Ordinance or Resolution, as the case may be, may be combined 
with the Budget Resolution, but in such case the instrument 
is an ordinance for municipalities and a resolution for coun- 
ties; the dates and procedure for the approval, advertisement, 
hearing and adoption of the budget, as set forth in section 2, 
must be observed. 

Note 4: — As no loans (except for interest or principal pay- 
ment of the public debt) can be made in anticipation of the 
receipt of tax revenues until after the budget is adopted, muni- 
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cipalities or counties which are obliged to borrow early in the 
year should adopt their budget before or near the beginning 
of the fiscal year. 

Note 5: — There has been some question as to the authority 
of the -Township Committee to adopt the Budget and pass a 
Tax Ordinance. In the 1918 amendment to section 4» this 
matter is entirely cleared up. In townships, both the Budget 
Resolution and Tax Ordinance are made and adopted by the 
Township Committee in the same manner and with the same 
force and effect as in all other municipalities, consequently it 
is no longer proper for townships to place their appropriations 
on the ballot as the legal appropriations are made by the 
Budget. 

Note 6: — Under the proviso in section 2 authority is given 
municipalities and counties which levy the tax in one fiscal 
year for tne support of appropriations for the succeeding fiscal 
year to pass a supplemental budget, which is supplemental to 
and becomes part of the budget passed in the previous year. 
This supplemental budget is passed at the time and as a part 
of the next, year's budget. The appropriations of such sup- 
plemental budget should be met by tax revenues and not from 
surplus or miscelleanous revenues. If this provision is used, 
care should be exercised to follow the directions as set forth 
in the proviso. 

Note 7: — In municipalities and counties which levy taxes In 
one year for the support of budget appropriations that are op- 
erative in the following year, it should be noted that the tax 
revenues received, which are a part of the current year's 
tax levy but which support the budget of the following year, 
are not available for expenditure until after the beginning of 
the next fiscal year (excepting as noted). These moneys must 
be kept separate and apart from the moneys which support 
current appropriations. It is directed that all such moneys 
must be deposited and held in the Tax Revenue Reserve Ac- 
count 19 (stating the year, for which the budget shall op- 
erate) and expended only as provided by section 2. 

Note 8: — Under the old method of collecting taxes at the close 
of the fiscal year, it was generally believed that there was 
an advantage in levying taxes in one year for the support 
of appropriations of the succeeding year, but as the new tax 
collection dates will make half the taxes payable on June 1 
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and the ibalance December 1, it is the opinion of the editor 
that the loss of interest on money kept idle will be greater 
than the cost of the small amount to be borrowed under the 
new plan of collection. 

Section 5. Amended Appropriations 

It will be observed that under the provisions of section 5, 
authority is given to amend the budget appropriations in the Tax 
Ordinance in municipalities or the Tax Resolution in counties. 
Any specific item of the appropriations may be increased or dimin- 
ished by 10 per cent, as long as the gross additions or deductions 
of the amendments do not amount to more than 5 per cent of the 
amount of the appropriations of the adopted budget. In connec- 
tion with this section, it should be carefully noted that under the 
proviso any mandatory appropriations omitted from the Budget 
may be included in the Tax Ordinance in municipalities or the 
Tax Resolution in counties, notwithstanding that the inclusion 
of such item or items would increase the budget appropriation 
more than 10 per cent, or the gross more than 5 per cent. 

Note: — The purpose of this proviso is to grant unrestricted 
means for carrying out mandatory or contractual obligations. 
In providing the revenues to meet amended appropriations a 
corresponding amount should be added t6 or deducted from 
the ''amount to be raised by taxes." 

Section 6. The Budget 

The Budget is part of the fixed policy for administering 
municipal and county finances on a uniform and stable basis. 
The plan as set forth, when carefully followed, will bring the 
current accounts of the municipality and county m conformity 
with the plan of fiscal control and will greatly facilitate the ad- 
ministration of public affairs. By following the budget scheme 
closely, the accounts will reflect the results to be called for in 
the financial statement to be filed with the Department of Munici- 
pal Accounts, under Chapter 155, P. L. 1917, as the form of 
statement required is in harmony with the budget plan. 

Budget Plan 

The form or plan of Budget as described in section 6 is 
properly divided under two distinct heads. 
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First — Anticipated Revenues 

These revenues, and these only, are available for use to 
support the appropriations for the year. It should be noted that 
only such revenues as are declared under this head in the Budget 
are available for expenditure for any current purpk)se during the 
year (unless amended by the tax ordinance or resolution), conse- 
quently it is very important that all revenues anticipated should 
be carefully estimated and set forth under .their proper classifica- 
tions under this head. 

Note: — This corresponds to the Resources as noted in the Tax 
Ordinance or Tax Resolution, section 20. 

Second — ^Appropriations 

Under this head the amounts and purposes for which the 
revenues applicable for current expenditures during the year are 
to be expended should be stated, excepting the appropriation for 
school purposes. 

Note: — The completeness of detail of appropriations is left 
with the governing body; they may be segregated into specific 
items or may be by departments or sub-departments. 

School Appropriations 

Appropriations made for schools in Article VII, Country 
School Districts, do not enter into the Municipal Budget or Tax 
Ordinance, as these appropriations are certified direct to the 
County Board of Taxation by the Clerk of the School District. 
In Article VI, City School Districts, the school appropriations are 
certified to the governing body of the city by the Board of School 
Estimate. They do 7iot enter into the Municipal Budget, but 
do enter into and form a part of the Tax Ordinance and are 
made a part of the requirements certified by the Clerk of the 
municipality to the County Board of Taxation as the amount 
to be raised by taxes for the year. 

Comparable Revenues and Appropriations 

In order that the taxpayer may have before him. for com- 
parison the figures which entered into the previous year's budget 
as to the anticipated revenues and the appropriations,^ it is pro- 
vided that these figures shall appear in a column to the right 



22 



The Budget 

of the several items that enter into the Budget when same is 
advertised. 

Note: — If during the preceding year the budget appropriations 
were amended in the Tax Ordinance, as provided in section 
5, the amended amounts should be given, as the figures for the 
comparison should be the gross appropriations and revenues 
that were available for the preceding year. 

Note: — The sum of the anticipated revenues shall equal the 
sum of the appropriations, and it is also provided as an item of 
information, that at the head of each Budget as advertised, 
there shall be stated the amount of surplus in the Surplus 
Revenue Account. 

Section 7. Surplus Revenue Account 

In this account the sum total of the current surplus on hand 
IS expressed. This item, which is required to be stated as a part 
of the advertisement of the budget serves an important function 
in informing the taxpayer of the real condition of the municipali- 
ty's or county's current affairs. This account serves the same 
purpose as the profit and loss account of the ordinary system of 
commercial accounting. Through this account, control is had of 
all revenues coming into the general treasury, which are not im- 
mediately available for current expenditures under the current 
budget appropriations. 

Into this account, the following several items are placed : 

(a) Revenues received from all sources, which are not stated 
as anticipated under items of "Anticipated Revenues." 

(b) Revenues received from stated items of Miscelleanous 
Revenues, which, in their aggregate, are in excess of the aggre- 
gate amount of the classified Miscellaneous Revenues as stated 
in the budget. 

(c) At the close of the year the unexpended balances of the 
budget appropriations, after requisitioning funds to meet obliga- 
tions contracted for or purposes unfulfille<l under budget approp- 
riations, (such as the unused school appropriation in cities) etc., 
and after deducting tax abatements and revenue deficits for the 
year, are carried to the Surplus Revenue Atcount. 
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Note: — When funds are requistioned out of unexpended bal- 
ances of appropriations at the end of the year for purposes 
unfulfilled thereunder, such amounts are thereby doubly dedi- 
cated to such specific purposes. If at the completion of the 
purposes, there should remain any unused portion of such 
requisitioned funds, then such balance should be transferred 
to the Surplus Revenue Account and controlled by its pro- 
visions. 

Note: — In order that the Budget may control the full program 
of available current revenues and expenditures for the year 
and cease its operation at the close of the year, the Surplus 
Revenue Account is used. The entire year's transactions are 
balanced into this account leaving only the current credits to 
carry over into the new year. 

Note: — While the Surplus Revenue Account is always open to 
items of credit, money may be taken from same only by an 
appropriation in the budget, and as provided in Sections 8, 16 
and 17. By this plan, all income and outgo available for cur- 
rent expenditure must pass through the Budget and are con- 
trolled by it. 

Surplus Revenue Appropriated 

In order to make available the current surplus for budget 
purposes, the first budget item under Anticipated Revenues is 
Surplus Revenue Appropriated. In making up the Budget, all 
or any portion of the surplus revenues on hand may be used 
for the support of the appropriations for the year, but only when 
appropriated under this item may such revenues be expended, 
excepting as provided by Sections 15, 16 and 17. It is not neces- 
sary to appropriate all* the surplus, but only such part as it is 
proposed to use to support budget appropriations for the year. 

Note: — It should be clearly understood that the balance in the 
Surplus Revenue Account is not necessarily surplus cash; it 
will in most instances be made up of receivable tax revenues, 
nor is it necessary, although possibly advisable, that the Sur- 
plus Revenue Appropriated, be the cash in the Surplus Rev- 
enue Account, but in appropriating surplus revenue, it should 
be kept in mind that the surplus is not necessarily represented 
by cash. 
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Section 8. Reserve Surplus Account 



It may not be deemed advisable to use all the moneys in the 
Surplus Revenue Account to support budget appropriations, or, 
during the year, there may be considerable credit accumulations 
in this account which are not available for expenditure under the 
restrictions with which the Surplus Revenue Account is surround- 
ed. Under this section, any such moneys may be transferred 
to Reserve Surplus Account, and from this account may be bor- 
rowed, without interest, for any purpose that the mlunicipality 
or county has power to borrow money for budget purposes as 
authorized under sections 21 and 22. Such loans are required 
to be identified by proper instruments, the same as though the 
loan is made with a bank or individual. Under this plan, the 
integrity and control of surplus revenues is preserved, but the 
funds are made available for financing the current needs of the 
municipality or county. 

Note: — If it is desired to use the funds in this account to 
support budget appropriations a transfer must be made back 
to Surplus Revenue Account. 

Section 9. Miscellaneous Revenues 

Under this section, direction is given that the several items 
of the Miscellaneous Revenues, which include poll tax, dog tax, 
franchise tax, licenses, fees, fines and surplus from utility ac- 
counts, (Section 12, sub-section h), and gross receipts tax, chap- 
ter 148, P. L. 1 9 18, or, in fact, all other sources of revenues, 
which may become available and are applicable for current ex- 
penditures and can be reasonably anticipated for the year shall 
be tabulated and set forth, classified according to their respective 
sources and numbered consecutively. 

Note: — It should be observed that the items above given do 
not necessarily constitute the entire list which are included 
under Miscellaneous Revenues. The items above named are 
specially mentioned, as they constitute those found in most 
budgets. There may be other items peculiar to a municipality 
or county which should also be included. 

Note: — Great care should be taken in classifying the several 
sources of Miscellaneous Revenues and in estimating the 
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amounts, as on the one hand any revenues received which are 
not classified will not be available for expenditure during the 
year, nor will revenues which in their aggregate are in excess 
of the aggregate of amounts stated in the budget, be available 
for use. On the other hand, if Miscelleanous Revenues are 
not carefully classified and estimated, the estimate may be 
in excess of actual receipts, in which case, there would not be 
enough funds on hand to meet the appropriations of the bud- 
get and serious default would be made. 

Caution: — Under no circumstances do the receipts from 
assessment payments enter into the budget excepting for meet- 
ing obligations falling due which were issued to pay for the 
•improvement. 

Section io. Amount to be Raised by Taxes 

This should be very clearly understood. It is the ainount 
to be raised by taxes, including railroad and canal taxes (second 
class railroad property) as expressed in the budget. This item, 
together with the total of the other two items under Anticipated 
Revenues shall be sufficient to support the appropriations for local 
purposes, other than schools, in the case of municipalities, and 
for county purposes in the case of counties. It does not include 
in either case the Local School Tax, State Road Tax, the State 
School Tax, or in the case of municipalities, the County Tax. 
Only the immediate costs of the local government (excepting 
school purposes) for which the governing body of the municipali- 
ty is directly responsible, or the expenditures which are under the 
control of the governing body of counties. 

Note: — The above identifies and treats with the "amount to 
be raised by taxes" as it appears in the budget, and should 
not in any way be confused with the like item in the Tax 
Ordinance or Tax Resolution. This item in the budget applies 
to all municipalities and to all counties. The item in the Tax 
Ordinance or Resolution may be changed in municipalities and 
counties by amended appropriations as provided in section 5, 
and is required to be increased in the Tax Ordinance of the 
municipality, where the schools are controlled under Article 
VI, City School Districts, by adding the local school appropri- 
ation. 

Note: — In making up the Budget for 1919, special attention 
is called to Chapter 148, P. L. 1918. This act is known as 
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the Gross Receipts Tax, levied upon the same gross receipts 
as are used in the assessment under the Franchise Tax Acts. 
(Chapter 195. P. L. 1900 and Chapter' 290, P. L. 1906), on 
all Street Railway, Traction, Gas and Electric Light. Heat and 
Power Corporations and is in lieu of the tax on the personal 
property (including property in the street) formerly levied 
and assessed by the municipalities on such corporations. It 
will be the duty of the local assessor to ascertain the value of 
all the personal property of these corporations, both on and off 
the public sti^ets and highways, including machinery, appa- 
ratus, and equipment held or owned by such corporations, and 
certify these valuations as a separate schedule with the dup- 
licate to the County Board of Taxation on or before January 
10 in each year. 

li^ striking the tax rate for local requirements these valua- 
tions should NOT be used, but these valuations must be con- 
sidered as a part of the total valuations upon which all State 
School, State Road and County Taxes are levied. The sched- 
ules filed by the local assessors with the County Board of 
Taxation will be certified by them to the State Board of Taxes 
and Assessment on or before February 28th in each year. 

The State Board of Taxes and Assessment will make the 
apportionment and certify the same to the several corporations 
and to the local assessors on or before May 1st in each year. 
It will then be the duty of the local assessor to deliver or cause 
to be delivered to each corporation and to the Collector of 
Taxes of such taxing district a statement in writing showing 
the amount of such tax. 

Caution: — Under this plan of taxing certain utility properties, 
the Gross Receipts Tax is no longer part of "the amount to be 
raised by taxes" in the budget, but is entered as a separate 
item under Miscelleanous Revenues and treated as such in the 
budget. Note carefully that this new scheme applies for the 
first time, to the 1919 budget and tax levy. 

Caution: — This new plan of taxing certain utilities does not 
apply to water, sewage, pipe lines, telegraph or telephone com- 
panies. These are assessed under the General Tax Law, 
Chap. 236, P. L. 1918 and returned under separate schedule 
by the assessor, and this schedule is made a part of the dup- 
licate of the taxing district the same as formerly. 

Note: — Under the Bank Stock Tax Act, the County Board of 
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Taxation Is directed to ascertain the amount due the county 
and each municipality from this tax, and after ascertaining the 
total amount of moneys to be raised for all purposes to then 
deduct the amount which will accrue from this tax to the 
county and to the several municipalities from the amount to 
be raised by taxes, and make the levy and strike the rate on 
the amount remaining. 

Under this scheme, the Bank Stock Tax is a part of the 
"amount to be raised by taxes" as submitted by the munici- 
pality or county to the County Board of Taxation and has no 
part in any other item of the budget. When the tax is re- 
ceived, it is credited and applied as are other tax revenues 
raised by the tax levy. 

Section ii. Appropriations 

The appropriations as before described, which are a part 
of the budget are here set forth. It should be noted that there 
is no special direction as to the completeness of detail in which 
budget appropriations are to be made. It is left with the govern- 
ing body to segregate the appropriations into specific items or by 
departments or sub-departments. 

Contingent Appropriations y 

' In this section an appropriation for contingent expenses is 
authorized. The contingent appropriation shall not exceed three 
per centum of the total amount of appropriations as fixed in the 
budget and should be construed to provide for items which are 
not covered in any way by other budget appropriations. 

Section 12. 

Under the various sub-headings of this section direction is 
given as to the relation of several unidentified appropriations and 
accounts with the budget and their recognition in connection with 
the system of accounting. These specific directions were found 
necessary in order that all municipalities and counties should treat 
these items in a uniform way. By closely following these direc- 
tions, the several items will find their proper relation to the bud- 
get, and their treatment will be in harmony with the scheme of 
accounts which controls throughout. 

Sub-section (a) prescribes that all moneys which are to be 
used during the year for current purposes must be stated under 
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an item of Anticipated Revenues, and on the other hand, all ex- 
penditures for current purposes must be made under budget ap- 
propriations with the minor exceptions as noted. This direction 
makes it necessary for all current receipts and expenditures to be 
under items of the Budget. 

Sub-section (b) This section repeals all dedication of specific 
revenues to specific purposes (excepting those dedicated to sup- 
port pensions and those county revenues controlled by the Winne 
Act, Chapter 266, P. L. 1916.) This brings all revenues into 
the general treasury without dedication and makes them subject 
to the same control as other revenues; all fees, fines, licenses, 
rentals, charges, etc., from all departments, institutions and ac- 
tivities (such as library income, hospital fees, etc.) that come 
under the municipal or county government are here controlled. 
By thus having these revenues turned into the general treasury, 
the governing body will have control of the entire financial opera- 
tion of all departments and institutions, excepting those specified 
by sub-section (e), which are classified as municipally owned 
utilities or enterprises. 

Note: — This does not include receipts of schools for tuition, 
etc. These are treated under the School Act as a distinct 
department of government. 

Sub-section (c) Direction is here given for the treatment 
in the budget of such revenues as are still controlled by their 
specific dedication and not excepted by sub-section (b), which 
are dedicated for pension funds, and the revenues received from 
county clerk, sheriff, register of deeds, surrogate, etc., in first 
class counties. 

Sub-section (d) Direction is here given for the budget entry 
of the surplus earning or principal of the sinking fund which is 
to be used to reduce the annual sinking fund requirements. This 
manner of recording the annual sinking fund requirements and 
deducting the surplus to be used and only extending the amount 
to be raised in the budget is for the purpose of a permanent and 
official record and control of the sinking fund transaction for 
the year, and is imposed for the purpose of informing the tax- 
payer fully as to this important feature of public financing. 

Sub-section (e) Direction is here given as to the manner of 
accounting to be made of all income from and charges to be 
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made against the receipts of any municipal enterprise or utility, 
such as water, light, gas, docks, markets, sewerage, garbage, ash 
collection, etc., where a service fee or rental is charged. Under 
this plan the operating, upkeep and carrying charges (which in- 
clude sinking fund payments, payments of bonded debt and in- 
terest) of a utility or enterprise are first charged against the total 
income from the undertaking in a separate account (in the Trust 
Account Ledger) and the surplus or such part of same as the 
board in control- of the utility or enterprise desires to have used 
for the support of budget purposes is entered as an item under the 
Miscellaneous Revenues. This should not be construed, how- 
ever, to make it necessary to use such surplus earnings as they 
accrue. These miay be allowed to accumulate for upkeep or ex- 
tension purposes. A deficit is treated in like manner under an 
item of appropriations, and it must be construed to require the 
placing of an appropriation in the budget to meet all anticipated 
or determined deficits. 

The policy of accounting thus imposed on public enterprises 
or utilities brings these accounts under the classification of trust 
accounts, and is for the purpose of showing to the taxpayer the 
true standing of the operations so that he may know whether 
the undertaking is run at a profit or not. 

Sub-section (f) In this sub-section it is directed that the 
certificate issued by the Commissioner of Municipal Accounts, 
setting forth the sinking fund requirements shall also contain a 
requirement for an appropriation on account of bonds falling due 
within such year, where such sums should be included in the bud- 
get appropriation. t 

Sub-section (g) It was found that in the numerous laws 
giving boards or commissions charge of special work (such as 
fire, water, sewage, or light districts) that the requirements for 
the support of such was to be certified to the assessor, he in turn 
to certify to the County Board of Taxation. At times the as- 
sessor failed to transmit this certification to the County Board, 
consequently this sub-section imposes a duty to file a duplicate 
with the governing body of the rminicipality or county, and the 
governing body should include the appropriation in the budget. 
It should be noted, however, that the assessor is not relieved of 

the duty of determining whether the appropriation has been pro- 

• 

30 



The Budget 

vided for, and in case it has not, he shall certify the item to the 
County Board of Taxation. 

Sub-section (h) Direction is here given to include the antici- 
pated revenues from poll tax, dog tax, and franchise tax as an 
item under Miscellaneous Revenues in the budget. It should be 
carefully rioted that the Bank Stock Tax should not be treated 
as a budget item under Miscellaneous Revenues. It is deducted 
from "the amount to be raised by taxes" by the County Board 
of Taxation. When this tax is received, it should be entered as 
a credit against the tax account, as the County Board is required 
to deduct the amount of Bank Stock Tax from the amount certi- 
fied to them as the requirements for the municipality or county, 
and then strike the rate upon the amount remaining after such 
deduction. 

Note: — It should be observed that the three items first above 
given are not the only items that are to be listed under Mis- 
cellaneous Revenues. Direction is here given as to these 
items as they have been frequently included under other 
classification of anticipated revenues; a fuller list is given in 
this pamphlet under Section 9. 

Sub-section (i) This sub-section prescribes the treatment of 
motor vehicle moneys which are allotted by the State Highway 
Departmlent to municipalities or counties for state aid road re- 
pairs or construction, and provision is made for appropriation 
of the amount under a pro|)er head of these moneys. 

Sub-section (j) When the County Board of Taxation 
strikes a tax rate, it is often necessary to add a fraction to the 
exact rate, to avoid striking a rate in fractions over an even cents 
per hundred. This creates an excess over the requirements as 
certified to them. It is directed that such excess shall be held 
in reserve till the close of the year, and then used to offset any 
deductions necessary for abatements of taxes or deficiency in rev- 
enues. In other words, this item is treated the same as an un- 
expended balance of appropriation, but is not available for ex- 
penditures during the year. 

Section 13. 

Directs the time and manner for setting up the Surplus Rev- 
enue Account. Same should have been set up in all municipali- 
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ties and counties before the beginning of the fiscal year now 
current (1918). If said account has not been set up it should 
by all means be set up before the next budget is compiled. 

Section 14. 

In this section it is provided that funds to meet purposes 
that were included under a budget appropriation and not fulfilled 
at the close of the year when the appropriation would lapse 
should be set aside or requisitioned out of the appropriations be- 
fore the unexpended balance is transferred to the Surplus Rev- 
enue Account. 

Section 15. 

In this section it is provided that money in the Surplus Rev- 
enue Account can only be used for budget appropriations and by 
vote of governing body, but must be under control of the pro- 
visions of sections 16 and 17 as the control of surplus revenues 
is the vital feature of a controlling budget. 

Section 16. 

This section provides for the expenditure of money in the 
Surplus Revenue Account between the beginning of the fiscal 
year and the time the budget is adopted. After the budget is 
adopted no money can be expended from this account. It should 
be noted, however, that the purposes for which moneys are thus 
expended must be included in the schedule of appropriations as 
subsequently set forth in the adopted budget so that these ex- 
penditures may be justified under proper budget classification. 
The moneys thus expended must be included in the surplus rev- 
enue appropriated as set forth in the budget. 

Note: — The provisions of this section apply only after Jan. 
1, and until the budget is adopted. Should the budget be 
adopted before Jan. 1, as is permissible, this section is of no 
effect. 

Section 17. 

The effect of this section is to close the Surplus Revenue 
Account to expenditures after the adoption of the budget until the 
beginning of the next fiscal year. This account is always open to 
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items of credit but no money can be expended from this account 
from the adoption of the budget to the close of the year. The 
available cash fund in this account may be borrowed as hereto- 
fore set forth in section 8. The funds in this account, however, 
are available for one other purpose, viz., that if during the last 
month of the fiscal year it is found that the receipts from the 
aggregate of the several items of Miscellaneous Revenues as 
reasonably to be expected for the full fiscal year shall be less 
than the aggregate amount of such items as stated in the budget, 
a sum equal to the deficiency may be borrowed from the Surplus 
Revenue Account by resolution of the governing body. Note 
carefully that the money thus borrowed must be returned to this 
account by an appropriation in the succeeding year's budget under 
the head of "Miscellaneous Revenues Deficit 19 " and the 
money thus borrowed must be repaid to the Surplus Revenue 
Account before the 31st day of December of such following fiscal 
year. 

Section 18. 

This section provides that any moneys received from Mis- 
cellaneous Revenues (up to the aggregate of the amounts as 
stated by the budget only) may be expended at any time after 
their receipt. It also requires that money received after January 
1st and before the budget is adopted must be included in its 
proper item under Miscellaneous Revenues. Should any of these 
revenues be used before the budget is adopted, the purpose for 
which they are expended must be included in the appropriations 
as set forth in the budget, when same is adopted, that these 
moneys may have their proper recognition in the budget and be 
controlled by its provisions. 

Note: — The provisions of this section apply only after Jan. 
1st, and until the budget is adopted. Should the budget be 
adopted before January 1st, as is permissible, this section 
is of no effect. 

Note:— There is no borrowing power in anticipation of the 
receipt of Miscellaneous Revenues. These revenues are on a 
receipt and disbursement basis. 
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Section 19. 

This section allows for the transfer of the surplus in any 
appropriation during the last two months of the fiscal year (ex- 
clusive of contingent expense appropriations) for the purpose of 
any other item of appropriation which may require more funds 
than are available in such appropriation. Note carefully that it 
does not allow the transfer to be made from or to the contingent 
expense appropriation. 

Section 20. 

This section provides a form for Tax Ordinance for muni- 
cipalities, or Tax Resolution for counties. It will be observed that 
under the heading of Resources the first three items are a repe- 
tition of budget items as stated in the adopted budget under the 
head of Anticipated Revenues. 

The fourth item, "additional amount to be raised by taxes" 
is the item which provides for amended appropriations in the Tax 
Ordinance or Resolution and which were not in the Budget, and 
should cover all amounts which are in addition to the items stated 
in the budget under Anticipated Revenues. Additional amounts 
to meet any increases or decreases, as provided in section 5, of 
budget appropriations are to be stated under this head. Uhder a 
separate item also state the amount to be raised for local school 
purposes in Article VI (City School Districts). 

Under the head of "Appropriations", the first item is the 
total amount of the appropriations as made in the budget. The 
second item applies only to Article VI (City School Districts). 

There should also appear under a separate item any ad- 
ditional amounts which are required for other purposes as author- 
ized by section 5. This provision should be construed that 
nothing shall prevent including in the Tax Ordinance or Tax 
Resolution any items which are required by this or any other 
statute to be raised by taxes, notwithstanding the fact that their 
inclusion may cause any certain appropriation to be changed to 
a greater extent than 10 per cent, and the total more than 5 per 
cent from the items as stated in the adopted budget. The obvious 
purpose of this is not to prohibit the carrying out of any con- 
tractual or statutory obligation of a municipality or county. 
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Note: — Provision is made for combining the Tax Ordinance 
or Resolution with the budget resolution. 

Note: — ^The item "amount to be raised by taxes" should not be 
confused with the like item in the budget, but it should be 
carefully noted that in all cases the amount as stated in the 
adopted budget is repeated in the Tax Ordinance or Reso- 
lution, and the additional amounts to be raised by taxes coyer 
the amendments to the appropriations and applies in all muni- 
cipalities and counties. The sum total of the budget item, and 
the additions will represent the amount to be certified to the 
County Board of Taxation as the requirements for the year 
for counties, and municipalities where the schools are Article 
VII, (Country School Districts). In municipalities where the 
schools are Article VI, (City School Districts), the school 
appropriation is added to the above two items, and the three 
constitute the amount to be certified to the County Board of 
Taxation as the amount to be raised by taxes for the munici- 
pality. 

FINANCING CURRENT NEEDS. 

Section 21. Anticipation Notes. 

This section provides for borrowing by municipalities and 
counties to meet appropriations in anticipation of the receipt of 
tax revenues, that is, before the time when tax revenues become 
delinquent, which, in municipalities is December ist and in Coun- 
ties Decennber 15th. , 

For Municipalities. The municipality comes into its bor- 
rowing power on Tax Anticipation Notes upon the adoption of 
the Budget, and this power extends only to the first day of De- 
cember, which is the final date for payment of the last half of 
taxes and w'hen all unpaid taxes for the year become delinquent. 
The extent of this borrowing power in municipalities throughout 
the above period is 50 per cent of the amount to be raised by 
taxes, as fixed in the first instance by the Budget, and later by 
the Tax Ordinance, with the exception that from the amount 
to be raised by taxes there should first be deducted the Sinking 
Fund Appropriation, the State Road Tax, the State School Tax 
and other state taxes and the County Tax. These items are not 
due for payment until after December ist, at which date the 
municipality comes into a new borrowing power as provided by 
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section 22, to the amount of all delinquent taxes. A further de- 
duction from the amount to be raised by taxes is the amount of 
appropriations for the principal and interest on the public debt 
falling due within the year, but the power is given to borrow 
the full amount of these itemis when same shall fall due. It 
should be clear that the reason for deducting principal and in- 
terest items from the 50 per cent borrowing power and restoring 
it at 100 per cent is that the interest and principal items may and 
probably will all fall due before December ist or even before 
June 1st, consequently the power to borrow the full amount at 
any time during the year is preserved. The instruments to be 
used for borrowing for interest and principal items falling due 
in the year (payment for which no other means has been pro- 
vided) and which are included under the appropriations in the 
budget or tax levy are Tax Anticipation Notes or Bonds. The 
instruments to be used for borrowing for interest and principal 
items before the budget is adopted or before February 15th, or 
that are not included under appropriations in the budget or tax 
levy are Interest Deficiency Notes. Appropriations to pay Interest 
Deficiency Notes issued prior to February 15th shall be made in 
the budget or tax levy for the current year and paid by December 
31, but provision for the payment for those issued after February 
15th shall be made in the budget of the succeeding year and paid 
before June i of such succeeding year. 

For Counties : — The county comes into its borrowing power 
on Tax Anticipation Notes upon the adoption of the budget, and 
this power extends only to the 15th day of December, which is 
the final date upon which all taxes payable to the county collector 
by the local taxing district become delinquent. This borrowing 
power for counties throughout the above period is 50% of "the 
amount to be raised by taxes'* as fixed in the first instance by 
the budget, -and later by the Tax Resolution, excepting there shall 
first be deducted from "the amount to be raised by taxes" the 
Sinking Fund Appropriation. This item is deducted as it is not 
due for payment until after December 15th, which is the final 
date when all taxes are payable to the County Collector, and after 
this date, the county has a new borrowing power on Tax Rev- 
enue Notes under section 22 to the extent of the taxes then de- 
linquent. It should be noted that the appropriation for principal 
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and interest on the public debt is also deducted from "the amount 
to be raised by taxes" as in all probability these items would be 
due before the 15th day of December, or even before June 15th, 
the power to borrow on these items is restored to the county to 
the full extent of the interest and principal payments as same 
falls due. The instruments to be used for borrowing for interest 
and principal items falling due in the year (payment for which 
no other means has been provided) and 'which are included under 
the appropriation in the budget or tax levy are Tax Anticipation 
Notes or Bonds. The instruments to be used for borrowing for 
interest and principal items before the budget is adopted or before 
February 15, or that are not included under appropriations in the 
budget or tax levy are Interest Deficiency Notes. Appropriations 
to pay all such notes issued prior to February 15th shall be 
made in the budget or tax levy for the current year and paid 
by December 31, but provision for the payment for those issued 
after February 15th shall be made in the budget of the succeeding 
year and paid before June 15th of such succeeding year. 

General Provision : — Tax Anticipation Notes or Tax Antici- 
pation Bonds are the only instruments that may be issued for 
financing the above purposes. It is provided that such notes 
or bonds shall mature and be paid before the 31st day of Decem- 
ber in the year of their issue. Such instruments cannot run be- 
yond the close of the year, excepting such as may have been 
issued to run not longer than the first day of April of the follow- 
ing year, but when so issued must be written out of the accounts 
of the municipality or county as Tax Anticipation Notes on the 
31st day of Diecember and charged as Tax Revenue Notes, as 
the latter are the only instruments which shall carry beyond the 
close of the year on the books of account. 

Note: — Tax Anticipation Notes or Bond which run beyond the 
end of the year must be paid or funded by issuing Tax Rev- 
enue Notes or Bonds. 

Note: — There is no borrowing power against surplus revenue 
appropriated or misceUaneous revenues. 

Note: — The purpose of making a distinction between Tax An- 
ticipation Notes and Tax Revenue Notes is that Tax Anticipa- 
tion Notes are supported by taxes that are levied or to be 
levied, but are not delinquent, whereas the basis for borrow- 
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ing on Tax Revenue Notes is the amount of taxes which are 
delinquent; these constitute two entirely different bases of 
support. 

Note: — The 50% borrowing power as provided on Tax Antici- . 
pation Notes should with other revenues provide sufficient 
funds to conduct the municipality's affairs up to June 1st. On 
this date, one^half of all taxes will be paid or the municipality 
will have an added power to borrow on such as are delinquent, 
consequently the municipality practically has a 50% borrow- 
ing power up to June 1 and a borrowing power or funds col- 
lected up to. 100% thereafter, until the dose of the year. 

In counties the 50% borrowing power extends to June .15, 
when it will have one-half of the county taxes paid and a new 
borrowing power for such as are delinquent. The County has 
a 50% borrowing power up to June 15th, and a borrowing 
power or funds collected up to 100% thereafter to the close 
of the year. 

Note: — If proper appropriations have not been made for the 
* interest or principal payment of indebtedness that falls due 
and is payable within the year, and no other provision is 
made for such payments the power is given in section 5 to 
borrow money ft>r this purpose as same shall fall due. 

Note: — Municipalities or counties which will be obliged to 
borrow early in the year should pass their budget prior to 
or shortly after the beginning of the fiscal year in order to 
establish their borrowing power for general purposes which 
is established only through the adopted budget. 

Note: — It should be observed that the borrowing power should 
be clearly defined and established after the adoption of the 
budget, and if amended by the Tax Ordinance or Resolution, 
th amended power given by this instrument, as under section 
23, the treasurer or chief financial officer of the municipality 
or county must endorse on all Tax Anticipation Notes the 
amount of the borrowing power on such instruments and the 
notes issued against such power then outstanding, and that 
same is issued pursuant to Chap. 242, P. L. 1918. 

Section 22. Tax Revenue Notes. 

This section provides for borrowing by municipalities and 
counties in anticipation of the receipt of tax revenues after same 
become delinquent and to the amount of the delinquency. 
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For Municipalities: — The municipality comes into its bor- 
rowing power on Tax Revenue Notes or Bonds on June i to the 
amount of the taxes due on that date and unpaid ; on December 
I this power is increased to the extent of all taxes delinquent 
on that date. This borrowing power is for the purpose of meet- 
ing the expenditures under budget appropriations for the year, 
or to refund after December i any outstanding Tax Anticipation 
Notes or Bonds. 

It should be considered as mandatory that all Tax Anticipa- 
tion Notes or Bonds outstanding on the 31st day of December 
shall be retired, excepting those which have been issued under 
the proviso which allows their maturity to extend into the suc- 
ceeding year. 

In the case of municipalities, for the purpose of arriving 
at the borrowing power on Tax Revenue Notes one-half the tax 
levied upon the Second Class Railroad and Canal property shall 
be deemed to be delinquent to the taxing district from the first 
day of June and the second half from the first day of December. 

For Counties : — The county comes into its borrowing power 
under Tax Revenue Notes or Bonds on June 15th to the extent 
of the taxes then due and delinquent. On December 15, this 
power is increased to the extent of all taxes for the year which 
are due and delinquent on that date. If funds are not on hand 
to meet all the Tax Anticipation Notes or bonds falling due on or 
before December 31, Tax Revenue Notes or Bonds should be 
issued to retire same, excepting in the case of such bonds or 
notes which have been issued under the proviso of section 21 
with maturities running into the following year. 

General Provisions :---All borrowing against delinquent 
tax revenues done by municipalities or counties shall be evidenced 
by Tax Revenue Notes or Tax Revenue Bonds and by these in- 
struments only. As a part of the title of these notes or bonds, 
on each such instrument issued there should appear on its face 
the statement that it is issued against delinquent tax revenues of 
19 (giving the year in which such tax revenues become de- 
linquent). Such notes may be issued and renewed from time 
to time, but must be finally paid on the 31st of December of the 
third year following the year in which the tax revenues against 
which such notes were issued became delinquent. 
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After the lawful expenditures under the appropriations for 
the year and Tax Anticipation Notes or Bonds, the Emergency 
Notes or Bonds, and the Interest Deficiency Notes have been 
paid or provided for, the receipt of delinquent tax revenues of 
any fiscal year shall be set aside and applied to the retirement of 
Tax Revenue Notes or Bonds of that year, until all such notes 
or bonds have been paid, excepting that should there be obliga- 
tions incurred for or purposes unfulfilled under the budget ap- 
propriations of such year, there may be reserved from the first 
receipt of delinquent taxes for the year an amount sufficient to 
pay such obligations or fulfill such purposes, but this reservation 
can only be in an amount equal to the difference between the de- 
linquent taxes of such year and the Tax Revenue Notes or Bonds 
outstanding against such delinquent taxes. 

Note: — Receipts from delinquent taxes of any year, after all 
obligations payable from such years tax revenue have been 
met, shall be placed in the Surplus Revenue Account. 

Note: — As after June 1st in municipalities and June 15th in 
counties there is in existence a borrowing power under Tax 
Anticipation Notes as well as under Tax Revenue Notes, 
direction is given that a municipality or county shall exhaust 
the borrowing power under Tax Anticipation Notes before it 
shall use the power under Tax Revenue Notes. 

Note: — Tax Revenue Notes or Bonds for any year shall at 
no time exceed the gross amount of delinquent tax revenues 
of that year, plus the amount of revenues on hand applicable 
to discharge such notes or bonds. 

Note: — Tax Revenue Notes or Bonds may run until the 31st 
day of December of the third year . following the year of 
delinquency, and it is made mandatory that an appropriation 
shall be made in the budget or the tax ordinance of such third 
year to meet any unpaid portion of Tax Revenue Notes then 
outstanding for such third preceding year and the notes paid 
by the 31st day of December of such third year. 

Note: — It is provided that taxes represented by Tax Revenue 
Notes or Bonds which are in litigation may be reserved and 
not retired in the third year, and such amounts carried by 
Tax Revenue Notes until the litigation has been concluded and 
the taxes paid. Should the litigation result favorably, but 
the revenues be uncollectable, provision is made that the notes 
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or bonds shall be paid in five equal installments by including 
one-fifth of the amount in each succeeding year's budget until 
finally paid and retired. 

>^ote: — It should be observed that the borrowing power on 
Tax Revenue Notes should be clearly defined and established 
before issuing same, as under section 23, the treasurer or 
chief financial officer of the municipality or county must en- 
dorse on all Tax Revenue Notes or Bonds the amount of the 
borrowing power on such instruments at the time of issue, 
and as well, the amount issued against such power then out- 
standing, and that same are issued pursuant to Chap. 242, 
P. L. 1918. 

Note: — By the plan of financing delinquent taxes by Tax Rev- 
enue Notes or Bonds, the borrowing power against unpaid 
taxes which are delinquent does not run beyond the third 
year, and through the retirement provisions for these obliga- 
tions delinquent or uncollected taxes more than three years' 
old are automatically written out of the borrowing power of a 
municipality or county each year. 

Section 23. 

This section provides that on all Tax Anticipation or Tax 
Revenue Notes or Bonds a statement shall be made by the Trea- 
surer or chief financial officer as to the borrowing power under 
such notes or bonds of an issuing municipality or county, together 
with the instruments outstanding against such power and that 
they are issued under the authority of Chap. 242, P. L. 1918. It 
is provided that this statement shall l3e depended upon by the oth- 
er officials who are required to sign the notes or bonds and the 
holder of such instruments, thereby placing the responsibility of 
the correctness of the statement upon the treasurer or chief 
financial officer, making him responsible to all parties concerned 
as to the correctness of such stateinent. 

Section 24. 

This section provides that Tax Title Notes or Bonds may 
be issued iFor any tax liens that are bought in by the municipality, 
if the delinquent taxes represented by the liens sold have been 
borrowed against the amount represented by the Tax Title Notes 
must be deducted from the Tax Revenue Notes or Bonds of the 
year in which the tax became a lien. The receipts from all re- 
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deemed titles if borrowed against are dedicated to the pa)rment 
of Tax Title Notes or Bonds, and are to be used only for this 
purpose. It should be noted that at no time are the Tax Title 
Notes or Bonds to be greater than the lien value of the tax titles 
standing in the name of t!he municipality. 

Section 25. 

Under this section provision is made for financing emergency 
needs for a very wide range of emergencies. A municipality or 
county, may, at any time, by a two-thirds vote provide funds to 
meet expenditures made necessary by such an emergency by issu- 
ing Emergency Notes or Emergency Bonds. Provision must be 
made for the payment of such notes or bonds, if they are less than 
one-third of a mill of the assessed valuation, in the budget of the 
current year; if more than this amount their payment may be 
spread over several years by paying them off at the rate of one- 
third of a mill a year. When emergencies occur, this section 
should be very carefully read before incurring obligations for 
these purposes. 

Section 26. 

This section defines the form and standing of notes or bonds 
issued under this act. It provides that when the amount of notes 
or bonds issued at one time exceeds $50,000 (excepting when 
Tax Revenue Notes are issued to refund Tax Anticipation Notes) 
they must be sold at par to the bidder offering to take the least 
rate of interest for the loan. Provision is made that such loans 
may be taken by the sinking fund of the mimicipality or county 
without advertising or bidding upon two-thirds vote of the gov- 
erning body at the rate fixed by the governing body but nof to 
exceed 6%. 

Note: — When Tax Revenue Notes are issued to refund Tax 
Anticipation Notes they may be sold at private sale without 
regard to the amount. 
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TAX ACT {REVISION 1918) 

Chapter 236, P. L. 19 18 

In the passage of the Revised Tax Act 
three distinct purposes were served. 

The first was to revise and codifi) the Tax Act of 1903 and 
its numerous amendments and supplements, in order that all 
procedures pertaining to the general property tax mag be brought 
under one comprehensive statute. 

The second purpose was for a rearrangement of the assess- 
ment, levg and collection dates so as to bring about two collec- 
tion periods, and as well, produce the revenues for the support 
of the administration of municipal, countg and school affairs at 
a time when their needs demand. 

The third purpose was to bring all revenues to their fmal 
place of credit before the end of the fiscal gear so that all ac- 
counts might be closed at the end. of the budget period 

Note: — In working out such a plan, it was found necessary 
to change the assessment levy and collection dates for all the 
several sources of tax revenue that contribute to the support 
of the municipal, county and school governments. 

The policy of the general property tax was not changed 
in any material way. There are, however, a few minor changes 
as follows: 

Household effects up to a valuation of $100. and turnpike 
roads being used by the public without toll charges are exempted. 

In taxing intangible personal property belonging to estates, 
the last place of residence of the decedent, if within the state, is 
the district where such property should be taxed rather than the 
district in which such property may be located. 

The assessor is required to give public notice to the taxpayers 
that his duplicate will be open for inspection previous to filing 
same with the County Board of Taxation. A penalty is pre- 
scribed, running against the assessor for his failure to turn in his 
duplicate at the time provided. 

A penalty runs against the taxing district for its failure 
to pay the taxes raised for school purposes in Article VII, Coun- 
try School Districts when due and for failure to pay the taxo? 
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due the County Collector when same are due. Penalty also runs 
against the county for its failure to pay the state taxes to the 
State Treasurer when they are due. 

The governing body of the municipality is authorized to 
provide a discount for the payment of taxes previous to the time 
they shall become delinquent, and to fix a penalty which shall 
not be over 9% or less than 7% for delinquencies in tax and 
assessment payments. 

A basis is laid down for the adjustment of taxes when 
property is sold without a stipulated agreement as to division of 
taxes. 

The Collector in all municipalities, except cities, is required 
to file a statement on the 31st of December with the Treasurer 
as to the amount of taxes received for the year and the amount 
delinquent. This is for the purpose of arriving at the municipali- 
ty's borrowing power under tax revenue notes and indispensable 
for an orderly administration of the municipality's affairs. 

The Collector is also required to render a statement to the 
governing body of the amount of taxes delinquent as of Decem- 
ber 31, and the total of the receipts and payments made in con- 
nection with the conduct of his office for the previous year. 

The Collector is required to make a report to the governing 
body showing the arrears in property, poll and other taxes, and 
erroneous assessments which he deems as uncoUectable and 
recommends to be cancelled. The governing body is required to 
investigate the recommendation and before April i instruct the 
collector to write off such taxes as by them may be deemed un- 
coUectable. 

Provision is made that during the month of March all de- 
linquent personal taxes in all municipalities shall be published 
unless the governing body shall instruct otherwise. 

The revised schedule of assessing, levying, collection and 
appeal dates is as follows: 

OCTOBER I. — The day prescribed by law for commencing the 
assessment. Sec. 501. All property shall be assessed as of 
this date. 

Poll tax assessable against all persons liable thereto in 
taxing districts where they reside on this date. 
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JANUARY I. — Beginning of fiscal year in all counties and muni- 
cipalities. 

Important: Fix the rate of discount for the pay- 
ment of taxes before they are delinquent, and rate of 
penalty for delinquent taxes and assessments, P. L. 
1918, Chap. 236, Sec. 603. 

Appoint official to make tax searches, P. L. 191 8, 
Ch. 237, Sec. 10. Fix schedule of fees for tax 
searches, P. L. 19 18, Ch. 237, Sec. 12. 

BEFORE JANUARY 10.— The Assessor before filing books 
with County Board of Taxation to give notice by advertise- 
ment when and where taxpayers may inspect assessment list 
and confer with Assessor as to its correctness, Sec. 502. 

JANUARY 10. — Assessor shall complete his assessments by this 
date, Sec. 501. 

Assessor to attend before County Board of Taxation and 
file complete assessment list ^and duplicate. Sec. 501. 

County Board of Taxation begins examination and re- 
vision of assessors' books. Sec. 507. 

Note: — The bill fixing the new dates for determining the local 
school appropriation failed to pass the 1918 Legislature. 
Such a law must be passed early in the 1919 session. The 
dates proposed are for Article VII, Country School Districts, 
annual meeting on or before fourth Tuesday in February; for 
Article VI, City School Districts are on or before February 
5, the Board of Education shall submit their estimates to the 
Board of School Estimate and on or before February 15, the 
Board of School Estimate to pass the appropriation for school 
purposes. 

THIRD SATURDAY IN FEBRUARY.— Any district or sub- 
division of a municipality (except school districts), which 
holds an annual meeting at which the voters determine ap- 
propriations to be raised by taxation, shall hold such meeting 
on this date, unless it is already provided by law to be helc! 
some time between Jan. i and March i, (Chap. 276, Sec. i.) 
This includes fire, water, light and sewage districts. 
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MARCH I. — (60 days after close of fiscal year). Financial 
officers of all counties and municipalities to file their financial 
reports, P. L. 1918, Ch. 238, Sec. 2. 

MARCH I. — (On or before), County Collector shall transmit 
to County Board of Taxation a statement of the amount 
to be raised by taxation as fixed by the tax resolution, Sec. 

504. 
MARCH I- — (On or before.) Municipal Clerk or other proper 
officer to transmit to County Board of Taxation the amount 
to be raised by taxation as fixed by the tax ordinance, Sec. 

505. 
MARCH I. — (On or before.) District Clerks of school districts, 
where annual school appropriations are voted for by inhabi- 
tants of district, to certify to County Board of Taxation the 
amount appropriated for school purposes to be raised in said 
school district, Sec. 506. 

MARCH I. — (On or before.) The Clerk of the meetings of fire, 
water, light and sewer district shall transmit to the County 
Board of Taxation the amount voted by the district. 

MARCH 10. — (On or before.) County Board of Taxation to 
fill out table of aggregates. Sec. 508. 

MARCH 13. — (Three days after making out table of aggre- 
gates.) The table is to be transmitted to the County Collec- 
tor, who shall forthwith cause it to be printed in its entirety 
and copies transmitted to State Board of Taxes and Assess- 
ment, the State Comptroller and the Clerk of each municipal- 
ity. Sec. 508. 

APRIL I. — (On or before.) County Board of Taxation shall 
cause the revised and completed duplicates, duly certified by 
said board, to be turned over to the local Collectors, Sec. 509. 

APRIL I. — (On or before.) Collector to begin work on tax bills 
as soon as he receives his duplicate, Sec. 601. 

Note: — Before making out tax bills, the record of unredeemed 
tax sales of past two years should be noted on the duplicate, 
in column provided, showing that the property was sold at 
tax sale and not redeemed. Such information should also 
appear on tax bills for two succeeding years unless redeemed. 
Ch. 237, P. L. 1918 Sec. 27. 
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APRIL r. — ^First half of taxes payable (Delinquent June 
I ) , Sec. 602. 

MAY 2. — Governing body may allow discount on taxes paid on 
or before the thirtieth day (May i) previous to the date 
when they become delinquent. Sec. 603. 

MAY 15. — (On or before.) Collector to complete work of send- 
ing out tax bills, Sec. 601. 

JUNE I. — First half of taxes delinquent. Penalty runs on 
amount then due from this date, Sec. 602. 

JUNE 15. — (On or before.) Local Collector to pay County Col- 
lector one half of the county taxes to be raised in the taxing 
district. Sec. 605. 

JUNE 15. — (On or before.) Time limit for filing appeals with 
County Board of Taxation, Sec. 701. 

JULY I. — (On or before.) In case of Article VII County School 
Districts, Collector to pay to Custodian of School Moneys 
one-half of amount required to be raised for school purposes, 
Sec. 605. 

JULY I. — When any municipal lien on real property remains 
unpaid on July i, in the year following the date when it 
becomes in arrears, the Collector shall enforce the lien by 
sale of the property, P. L. 1918, Ch. 237, Sec. 16. The 
lien must be enforced "within one year from date herein 
provided." P. L. 1918, Ch. 237, Sec. 55. 

SEPTEMBER i. — County Board of Taxation shall hear and 
determine all appeals on or before this date. Sec. 702. 

NOVEMBER 2. — Governing body may allow a discount on 
taxes paid on or before the thirtieth day (Nov. i) prior to 
the date when they become delinquent. Sec. 602. 

DECEMBER i. — (On or before.) Second half of taxes payable. 
Sec. 602. 

DECEMBER i. — Unpaid taxes on lands, with interest, etc., 
become a lien "on and after" this date. Sec. 6. 

AFTER DECEMBER i.— Second half of taxes delinquent 
Penalty runs on all unpaid taxes from this date. Sec. 602. 

Collector to enforce personal, poll and dog taxes by dis- 
tress and sale of goods and chattels or by arrest. Sec. 606. 
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DECEMBER 15. — (On or before.) Collector to pay the re- 
maining half of county taxes and all state and state school 
taxes to the County Collector. Collector also to pay re- 
maining half of school taxes to Custodian of School Moneys 
for Article VII Country School Districts. Sec. 605. 

DECEMBER 20. — (On or before.) County Collector to pay 
state t»xes to State Treasurer. Sec. 605. 

DECEMBER 31. — In all taxing districts, except cities, Collector 
to file with Treasurer of district a statement of receipts and 
unpaid taxes. Sec. 610. 

JANUARY 15. — (On or before.) Collector to file with govern- 
ing body his account of receipts and disbursements (for 
previous year ending Dec. 31.) Sec. 610. 

MARCH I. — Collector to file with governing body a statement 
of taxes unpaid for previous year, with names of delinquentr 
and recommendations for remittance. Sec. 610. 

MARCH II. — (Ten days after March i.) Governing body to 
examine list of delinquents, summon witnesses. Sec. 610. 

IN MARCH. — Collector (or in first-class cities, the comptroller) 
shall publish list of personal tax delinquents in newspaper, a 
second publication to be made two weeks after the first 
Sec. 611. 

APRIL i.-^(On or before.) Governing body to complete exam- 
ination of delinquent list and instruct Collector as to re- 
mittance of taxes. Sec. 616. 
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TAX SALE REVISION {1918) 

Chapter 237, P. L. 19 18. 

The object of the Tax Sale Revision {already in effect) was pri- 

marilp to provide for enforcing anv unpaid municipal liens 

bp a simple, convenient method of sale, which would be 

fair alike to the municipality and to the taxpager. 

Any unpaid taxes, assessments and other liens, such as wa- 
ter charges, snow removal, etc., are designated as municipal lienr., 
and all sales to collect the same made after July i, 1918, are to 
be made under this act. 

The first essential of a satisfactory sale is that it should 
"clean house'* that is, include all items due the municipality. Oth- 
erwise, there might be several sales of one property in a year, 
for taxes and various improvement assessments, multiplying costs 
and raising such questions as to priorities of lien that no one 
would buy at the sale ; or the wrong lien might be sold first and 
cut oflF the municipality from enforcing some earlier lien. 

An attempt to provide such a consolidated sale was made by 
amendments to section 53 of the tax act of 1903 (P. L.' 191 x, 
p. 728 and P. L. 1915 p. 78. C. S. Supl. p. 1509 Sec. 39). These 
amendments were held by the Court of Errors and Appeals not 
to permit including any tax assessed prior to 1903 ; and by anal- 
ogy improvement assessments confirmed prior to 1903 would be 
barred. A complete revision was therefore necessary to provide 
a method for a complete consolidated sale and do away with the 
old and cumbersome procedure by commissioners of adjustment. 

By section 57, all liens, whether lapsed by other statutes or 
not, are revived (excepting against a present owner or encum- 
brancer who may have acquired title since the statutory lapse 
began to operate). All liens regardless of their date against 
property now owned by the same party who was owner when the 
lien first applied are still in force and may be sold under this act. 

This revision follows the sale provisions of the Tax Act of 
1903 in providing that the sale shall give a tax lien the same 
force and position as that of a first mortgage, together with the 
right to take possession of the property and collect the rents; 
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but without power by the purchaser to foreclose the right of re- 
demption until the lapse of two years. After two years the lien 
cannot be set aside for defects in the proceedings, and if the lien 
is set aside at any time for any cause, the municipality must re- 
fund the purchase price with interest at 6%. The purchaser 
therefore cannot lose. The ownef , is protected to the extent of 
requiring the Collector to give notice of the sale on the tax bill 
for the next two years' taxes (sec. 27), so if the owner applies 
regularly for his tax bills he is assured of knowledge of the salr 
even though made for some tax, assessment or other lien t!ie 
owner was ignorant of. He is thus given a chance to contest 
the sale if there is any irregularity. He also retains the right to 
redeem until barred by reasonable notice from the lien holder. 

Note: — The neglect of the CoUector to give such notice will 
not invalidate the sale but would be cause for his removal 
under section 33, and might make him personally liable to the 
property owner for damages. 

One of the principal changes from the sale provisions of the 
Tax Act of 1903 is in the basis of competition. The 1903 act 
permitted sale of an absolute lien in fee, but if there should be 
any competition in bidding, this was changed to a lien for years, 
under which no title in fee could ever be made. This discouraged 
competition and the revision of 1918 therefore substitutes bidding 
on the rate of interest chargeable on redemption, following the 
new rule in New York, which has proved a success. 

There are certain other incidental features. Previous sta- 
tutes required complicated warrants, returns, reports and records, 
on the theory of protecting one interest or another, with the 
result of increasing the expense and uncertainties of the exam- 
ination of title whenever the owner sold or mortgaged it. This 
year's revision eliminates all these features. The only require- 
ment of a valid tax sale is that the Collector make up in book form 
before the sale a list of arrears, properly advertise, and attach 
the proof of advertisement to the list. The prospective bidder 
can see that this has all been done before he bids, and in this 
way, and by the provisions for refund and for a consolidated 
sale of all liens already mentioned, is fully protected. He knows 
he secures a first lien on the property subject only to municipal 
liens accruing after July i preceding. 
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Note: — The purchaser must see to it that the above mentioned 
requirements have been carried out. Otherwise, the tax sale 
could be set aside on certiorari (subject to the provision for 
refund). 

Note: — The Collector must be careful to include in his sale 
every item due the municipality. After a sale is once made, 
the municipality cannot assert against the purchaser at the 
sale any charge which should have been included in the sale. 

The owner is protected as already mentioned. Persons buy- 
ing from him or lending on mortgage are protected by substitut- 
ing an official tax search in place of a search in the County Clerk^ 
office for tax liens. In order to make up a sale list, the Collector 
is obliged to arrange his records of arrears in a business-like 
manner, so no hardship is imposed on the municipality by re- 
quiring it to furnish to any applicant at a reasonable fee a ta> 
search certificate which is made absolutely binding on the munic'- 
pality. The old County Clerk's record of tax liens is discarded, 
and in the future nothing will be recorded in the county records 
except tax sale certificates which are recorded in the office of the 
County Clerk (or Register) as mortgages and proceedings there- 
on. This will substantially simplify title examinations and re 
duce the cost of the search. 

Note: — ^A tax sale certificate made to the municipality must be 
recorded the same as in case of sale to an outsider. 

THE SECTIONS OF THE ACT ARE FURTHER 
AMPLIFIED AS FOLLOWS: 

Section i. 

Gives a short title of the act which may be used in the place 
of the full title. 

Sections 2-3-4-5 

These sections define the meaning of the specific terms used 
in the act. 

SECTION 6. 

Under this section, unpaid taxes on lands and improvements 
with interest, penalties and cost become a lien on Dec. i of the 
year in which they are payable. 
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Section 7. 

This section defines that unpaid assessments become liens 
on date when they are due. 

Section 8. 

This section declares that all other municipal charges, sucli 
as water rents, snow removal, etc., become liens on and after tlie 
date when same were due. 

Section 9. 

By this section, all unpaid taxes, assessments and other liens 
which are in this act designated as municipal liens shall be a first 
lien and paramount to all prior rights or encumbrances, excepting 
subsequent municipal liens. It also declares that no writ of 
certiorari or suit shall operate to stay the enforcement of munici- 
pal liens unless by court order and other legal notice as described. 

Section id. 

This section imposes a duty upon the governing body of each 
municipality to appoint by resolution a designated bonded ofikial 
to make official searches for all municipal liens and issue certifi- 
cates, to be known as Tax Search Certificates. 

Note: — It is imperative that the governing body comply with 
the provisions of this section at once, as their rights to all liens 
may be cut off by a purchaser or mortgagee who applied for 
an official tax search when no duly constituted official had 
been appointed to give the proper certificate. The fee to be 
charged should be fixed at the same time the search official is 
designated, but must not exceed the rate-named in section 12. 

Section ii. 

Under this section, the official designated to make tax 
searches and issue certificates is obliged to give same to any per- 
son or corporation who may apply, when the application is ac- 
companied by the fees prescribed in section 12 and a diagram and 
description of the property, name of owner, etc. 

Note: — The certificate to be given upon such application is 
an important document, as it binds the municipality in its 
future demands to the extent of the liens stated in the cer- 
ticate as against an owner or mortgagee who may have acquir- 
ed interest depending on the search, consequently it should be 
prepared with care. 
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Section 12. 

Defines the maximum of the fees to be charged for the duties 
imposed in connection with tax search and the certificates. This 
should not be taken to mean the fees to be charged, but should 
be construed as the maximum fees that can be charged. 

Section 13. 

This section requires the designated official to certify the 
correctness of the seiarch, and requires him to turn over the fees 
to the municipality. It also very definitely requires such official 
to keep a duplicate copy of such certificate which shall be nuin 
bered consecutively and shall show the fees charged. The dupli- 
cate is required to he hound in hook form and shall be a parr 
of the permanent records of his office. 

Note: — The requirement that a duplicate of the tax search cer- 
tificate be kept in book form is mandatory; the governing 
body is rquired to furnish such a book. It is a necessary 
requirement in order that the municipality may at any time 
check up and determine its liability under outstanding ofFicial 
tax searches. A simple form of binding, is, of course, suf- 
ficient. It may be complied with by having the certificate 
and copy printed like checks and stubs of a check book; or 
the copy may be a carbon copy by having the official certificate 
and its copy bound together, having the sheet for the official 
search perforated for easy removal; or a loose leaf system 
could be used. 

Section 14. 

Holds any person who may have acquired by bona fide 
purchase any property that is covered by an official tax search 
free from any lien not sliown on the search, if he shall have 
relied upon such tax search issued prior to having acquired 
the property or rights or interest therein. 

Section 15. 

Requires the designated official to furnish a tax search cer- 
tificate within fifteen days after receiving the application and 
proper fees. 
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Note: — If such search is not delivered to the applicant within 
fifteen days it will enable him to hold such property (if he 
acquires title, relying upon such application to disclose the 
liens upon the property) free from any municipal liens and 
the municipality will run the risk of being barred from col- 
lecting same. 

Section i6. 

On July I in each year the Collector shall begin to prepar*! 
the list of all liens for unpaid taxes for the previous and prior 
years and for unpaid installments of assessments or other liens, 
whether due or not, so as to make a complete statement of all 
municipal liens against such property, adding interests and costs 
to July I. 

Note: — If taxes are paid but assessments or other liens are 
unpaid, a list of these should be made and sale held the same 
as if there Vere unpaid taxes on the property. 

Section 17. 

The property to be sold as is defined in section 16 shall he 
identified by the description as shown in the last duplicate, ampli- 
fied, if necessary, to better identify it, together with the names 
of the owner or owners as appear on last duplicate. 

Section 18. 

In this section, it is directed that the tax sale list is to be 
bound as a permanent record of the collector's office. It may be 
made in sections. Notice of sale must give the description of 
the property and owner's name as stated in the list, and the total 
amount due thereon as computed to July i, and must state "that 
said lands will be sold to make the amount chargeable against 
said lands on said first day of July as computed in said list, 
together with interest on said amount from said first day of July 
to the date of sale, and the costs of sale". No other statement 
is required. 

Section 19. 

Five copies of the notice of sale must be set up in puWic 
places and the notice must be published once a week for four 
weeks before the sale in a newspaper or newspapers in which 
ordinances are required to be published, if any; otherwise in a 
newspaper circulating in the municipality. 
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Section 20. 

This section requires the Collector to mail a notice to the 
owner of property to be sold, when same appears on the duplicate 
to the post office address, where such address is known, but the 
failure on the part of the Collector to mail such notice does not 
invalidate the sale or any proceedings in connection therewith. 

Section 21. 

The Collector may adjourn the sale from week to week but 
not to exceed eight weeks in all, upon public advertisement and 
noting such adjournment in the book list kept in his office. 

Note: — ^The CoUeetor may authorize as provided in section 
58, a deputy to perform any act that is imposed upon him by 
this statute. 

Section 22. 

This section requires the Collector or the official designated 
to conduct the sale to receive payment of the amounts due with 
interest and costs on any property advertised for sale at any time 
before the sale takes place. 

Section 23. 

This section requires that affidavits of the advertisement, 
posting and the mailing shall >be attached to the sale list at or 
before the time advertised for the sale. 

Section 24. 

The sale is to be conducted at the time and place as specified 
in the original notice of sale or the notice of adjournment. The 
sale is to be made to the person who will accept the lowest rate 
of interest on redemption, but such rate shall not be more than 
8% per annum. 

Section 25. 

When no bids are received at the sale, the property shall be 
struck off to the municipality at a redemption rate of 8%. 

Section 26. 

The details of sale, including the purchaser's name and ad- 
dress must be entered on the office sale list. 

55 



Tax Sale Act 

Section 27. 

The Collector shall note the fact of sale in red ink on the 
line containing the assessment of the property in the next two 
tax duplicates received by him, unless redemption has been made. 
Whenever the Collector gives out a tax bill on the property sold, 
taken from either of said two duplicates, he shall stamp, print or 
otherwise include on such tax bill a notice of such sale, in the 
words designated in this section unless the sale has been redeem- 
ed. 

Note: — The records in connection with tax sales are impor- 
tant and the duties of the CoUector in connection therewith 
should be carefully noted, as the Collector would be per- 
sonally liable for loss to the municipality occasioned by his 
failure to comply with the provisions of this act in connection 
with such sales. The officials of the governing body are 
required to provide or authorize the Collector to provide the 
books and records prescribed for tax search certificates and 
tax sale lists. 

Section 28. 

The Collector shall deliver to the purchaser a certificate of 
sale containing the statement of facts as specified in this section. 

Section 29. 

In this section a form of certificate of sale is prescribed 
which should be followed in material respects and printed on 
substantial paper. A record should be made of the delivery of 
certificate on the sales list. 

Section 30. 

A certificate of sale shall cover only property assessed in 
one parcel, and shall be ready to deliver to purchaser within ten 
days after date of sale. While the certificate is not invalid 
because of delivery after ten days, the purchaser may refuse to 
accept same if demand were made foi the certificate at the ex- 
piration of such ten days period. In such case, the purchase 
price shall be refunded and the municipality shall acquire the 
lien. 

Section 31. 

This section prescribes the fees to be charged in connection 
with tax sales and for certificates, etc. Such costs become a parn: 
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of the lien. They are paid in the first instance by the purchaser 
and become a part of the redemption costs. Where the Collector 
is under salary, the fees and cost revert to the municipality. 

Section 32. 

This section defines the status of property sold to the muni- 
cipality, and not redeemed. The municipality is required to con- 
tinue assessing in the former owners name during the redemption 
period, but all subsequent taxes and assessments are added to 
the amoimt required for redemption. When the municipality 
holds title under a tax sale no resale for later liens is to be made, 
except by resolution of the governing body ; when such resolution 
is adopted, the resale includes the amount of the prior sale, with 
costs and interest; and such prior sale, entered like any other 
item, takes the same standing as any subsequent municipal lien at 
time of resale and the property is to be sold for the full amouni 
due the municipality. 

Section 33. 

This section provides that where the officer in charge of 
the tax sale does not have custody of the records of all municipal 
liens, then every official having custody of such liens, and on 
demand of the selling official shall certify to him all such liens 
required to be included in the sale. Where liens are under the 
charge of different departments or officials the governing body 
may make regulations respecting the proper credits to the several 
departments or officials. It is clearly in the power of the govern- 
ing body to remove from office after hearing any official who 
shall not comply with the regulations made in connection with 
such tax sale or for failure to perform the duties required of him 
under this act. 

Note: — ^As the neglect of officials may result ia substantial 
loss to a municipality, the power of removal is, it is believed, 
very properly put in the hands of the governing body,, as this 
body is the duly constituted representative of the taxpayer 
whose interests are jeopardized by such officials' neglect. 

Section 34. 

The certificate of sale is to all intents and purposes a mort- 
gage and a prior lien to all other mortgages or encumbrances, and 
may be recorded in the same manner as mortgages are recorded 
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in the office of the County Clerk or County Register, as the case 
may be, and shall be indexed in the- name of the delinquent owner. 

Section 35. 

Unless the certificate of sale is recorded within three months 
from the date of sale, it shall be void as against any person ac- 
quiring a bona fide interest in such land and having recorded such 
interest before the recording of the certificate of sale. 

Section 36. 

This section defines the legal standing of a certificate of 
sale and further holds same free from attack after two years 
from the date of recording same unless fraud is established. 

Section 37. 

This section gives any parties at interest in lands sold, the 
right to redeem within two years from the date of sale and this 
right shall extend for a period of six months after the required 
notice has been served on the owner even though the two year 
period has elapsed (see 46 and 47.) By the provisions of this 
act, the Collector is made the agent of the purchaser to receive 
payment for liens purchased at the sale and hold such redemption 
money for the purchaser. 

Section 38. 

The Collector on receipt of payment in full shall execute and 
deliver to the person redeeming, a certificate of redemption, which 
certificate shall when registered with County Clerk or Register, 
as the case may be, cancel the certificate of sale. 

Section 39. 

When the redemption is made by any party at interest, not 
the party primarily liable for the lien, he may get an assignment 
of the lien represented by the certificate of sale, in which case, 
he shall enter into all the rights held by the original purchaser 
of such certificate, with the privileges of having same recorded, 
etc. 

Section 40. 

The collecting officer shall immediately upon receipt of re- 
demption money notify the holder of such certificate as nuay 
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appear upon his gecords and turn over such redemption money 
upon surr^nd^f of auch certificate:; but itiust not pay over the 
money until the holder of the certificate has cancelled it or as- 
signed it as requested by the person redeeming. 

Section 41. 

This section defines the costs of redemption within ten days 
of date of sale, to be the sum paid plus the interest at the rate 
for which the lien was sold. After ten days, there shall be added 
the stipulated allowances for expenses incurred by the purchaser 
and subsequent municipal liens. 

Section 42. 

Where a certificate of sale is held by the municipality all 
subsequent liens with interest and costs shall be paid upon re- 
demption. 

Note: — When, the municipality acquires the lien at a tax sale, 
the Collector shall record same at the County Clerk's or 
Register's office, as the same limitations run against a sale 
made to the municipality as run against a sale made to an 
individual. 

Section 43. 

Where the holder of a certificate of sale is other than the 
municipality, the amount required for redemption shall include 
all subsequent municipal liens which he has paid, ^ith interest 
and costs at the rate charged by the municipality upon such de- 
linquent liens, in addition to the amount represented by this cer- 
tificate and the interest on the certificate at the rate bid at time 
of sale, and the delinquency charges as described in section 44, 
provided he shall have filed an affidavit with the Collector in 
respect thereto. 

Note: — In these several sections it will be noted that where 
redemption is made, whether the lien were sold to the muni- 
cipality or other parties, that all municipal liens accruing 
from July 1 of the year of sale to the date of redemption 
may have to be satisfied in the redemption transactions. 

Section 44. 

This section describes the fees and costs which are charge- 
able by the holder of a tax title and which are collectible by him 
upon redemption. 
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Section 45. 

Provides that in order to collect such fees and costs as 
allowed by section 44, the holder of such tax title shall file an 
affidavit covering the amount expended. 

Section 46. 

This section describes the procedure for cutting off the right 
to redeem, -which right cannot under any circumstances be barred 
within two years from date of sale, but, in all cases, the right to 
redeem cannot be barred until six months' notice has been given 
to the owner and the parties at interest. If no notice is served 
within twenty years the right of the'purchaser ceases, (when he 
has actually taken possession) and the lien and title acquired 
by him in the purchase lapses (see section 51.) 

Section 47. 

If the property covered by the lien is not redeemed within 
the time fixed by section 46, where a six months' notice of re- 
demption has been given, or if, in the absence of a six months' 
notice, there shall be no . redemption within twenty years, after 
the purchaser has entered into open possession under the sale 
and retained open possession continually since, then, in either 
case, the right of redemption is barred (except in case of in- 
fants, etc., section 49.) 

Section 48. 

This section defines the procedure after the time of redemp- 
tion has expired and the owner or parties at interest have not 
redeemed, for the purchaser to acquire title and fee of the prop- 
erty bought. If no attack is made upon his title, within two 
y^ars after recording same all attack is barred excepting where 
fraud may be established. 

Section 49. 

The purchaser at any time after two years from date of 
sale may file a bill in equity to foreclose the right of redemption 
and acquire title through this means. If interested parties are 
infants or of unsound mind ,then title can only be made in this 
way. 
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Section 50. 

This section provides that an affidavit filed under any of the 
provisions of this act, shall be deemed a legal proceeding, and 
may be prosecuted as an act of perjury or subornation. 

Section 51. 

This section declares that any rights or titles acquired by a 
purchaser at a sale shall cease and determine unless the pur- 
chaser, his heirs or assigns shall enter into open possession of the 
land within twenty years from date of sale, or shall foreclose 
such right as provided in this act. 

Section 52. 

This section provides that sales shall not be set aside by 
reason of inconsequential technicality. 

Section 53. 

Where for any reason a sale shall be set aside the municipali- 
ty shall refund to the purchaser the price paid by him plus lawful 
interest and the purchaser shall assign or surrender his certificate 
of sale and all interests therein. 

Section 54. 

Where liens are sold and thereafter the sale is set aside, 
the lien against such property shall nevertheless continue as be- 
fore. 

Section 55. 

This section provides that on July i, 1919 and on July i 
of each year thereafter, all municipal liens diall be enforced, but 
the failure to enforce such lien shall in no wise impair any lien 
nor forbid a sale thereof at any time thereafter. 

Section 56. 

Provides that any interested person may claim that a lien 
over 20 years old is paid, and such claim shall constitute pre- 
sumption of payment unless proof to the contrary can be shown. 

Section 57. 

This section revives all liens which have lapsed by reason 
of limitations under any previous act and makes them enforceable 
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under the provisions of this act, excepting such liens cannot be 
revived against any person who has acquired interest in said prop- 
erty subsequent to such lapse and without notice of the lien. 

Section 58. 

Any officer may appoint a deputy to perform his duties as 
prescribed in this act, but such officer is held responsible for the 
acts of his appointee. 

Section 59. 

This section makes a broad provision that this act shall be 
liberally construed as a remedial act and as affecting liens of the 
past and those to become due in the future. 

Section 60. 

If part of this act is declared unconstitutional, then the bal- 
ance shall be operative. 

Section 61. 

This section repeals all other tax sale acts excepting for 
procedures undertaken under other acts previous to July i, 19 18. 

Note: — This should be interpreted to make this act the only 
tax sale act for all tax sales after July 1, 1918. 

Section 62. 

This section brings the enforcement of all taxes, assessments 
or municipal liens, without regard as to when they become de- 
linquent, under this statute. 

BANK STOCK TAX 

Chapter 265, P. L. 19 18 

This act levies a three quarters of a mill tax on the capital, 
surplus and undivided profits of all banks, banking associations 
and trust companies (excluding savings banks.) One-half of the 
tax goes to the county and the other half to the taxing district 
in which the bank is located. 

The very complicated nature of the provisions of the Bank 
Stock Tax Act of 1914 as to dates of assessments, collections, 
etc., rendered it impractical to amend same to make such dates 

62 



District Tax 

conform to the dates of the new tax plan, consequently the new 
statute was enacted which will control the tax on bank stock 
for 1 91 8 and subsequent years. 

On or before December 2, banks intending to pay the tax 
of the succeeding year for stockholders shall file such notice with 
the County Board of Taxation. Such notice will remain in force 
until revoked. 

On January 10, banks are required to file a statement of 
condition of January i, with their County Board of Taxation 
and the Commissioner of Banking and Insurance, which state- 
ment will be the basis for the assessment. The tax is a lien 
as of this date. 

On January 15, the County Board of Taxation shall fix 
the value of shares and assess the amount of taxes against each 
bank. 

On April i the first half of the tax will be payable. 

On June i the first half of tax is delinquent and penalty runs 
from this date. 

On December i, the second half of the bank tax is delinquent 
and penalty runs from this date. 

Note: — All payments of this tax are made to the County 
Collector for all institutions within the county, and the por- 
tion due each municipality is paid by him to the treasurer of 
such municipality. 



DISTRICT TAX 

Chapter 276, P. L. 19 18 

This act only changes the date for the annual meeting at 
which the appropriations for the year are determined in the sev- 
eral water, light, fire and sewerage districts in the state. It fixes 
the date for such meetings as the third Saturday in February. 
The amount as fixed and determined at such' meetings shall be 
certified by the clerk of the meeting to the County Board of 
Taxation on or before the first day of March; 
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^FIRST CLASS RAILROAD PROPERTY TAX 

Chapter i88, p. L. 1888 

This tax is levied upon the franchises, rig^t of way, trackage, 
rolling stock, etc., included in the one hundred feet right of way 
of the railroad and canal corporations of the state. The tax is 
assessed by the State Board of Taxes and Assessment, and is 
collected by the State Ccwnptroller, at the average of the rates 
as fixed for the local taxing districts of the state. • 

An amount equal to one-half mil! of the total assessed valu- 
ation of the state is taken for state purposes, the remainder is 
apportioned for school purposes to the several counties in pro- 
portion to their assessed valuation. No amendment -was made to 
this act. 

On or before March i, the State Comptroller shall apportion 
among the counties, the quota of first dass railroad taxes due 
the schools in each county. 

On September i , the State Comptroller shall pay the County 
Collector the moneys due the counties from first class railroad 
property tax. The Coimty Superintendent of Schools shall draw 
a warrant on the Countv Collector in favor of the custodian 
of school money for the amount due the school district. 

SECOND CLASS RAILROAD PROPERTY TAX 

Chapter 284, P. L. 19 18 

The Second Class Railroad Property Tax is assessed by the 
State Board of Taxes and Assessment upon property ^f^e rail- 
road which lies outside of the one hundred feet right of way. 
It comprises freight yards, trackage, depots, freight stations, 
round houses, etc. The valuaticwis as fixed become and are a 
part of the total valuations of the taxing district but the State 
Board of Tax and Assessment renders the bill at the local rate 
and collects from the railroad companies and distributed the tax 
to the taxing districts. 

The valuations as fixed in 191 8 for this class of property 
will be the basis upon which the 19 19 tax is levied. 

*This act is described as the receipts contribute to the support 
of the schools, and concern the finances of taxing districts. 
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The amended dates are as follows : 

On or before March i, the State Board of Taxes and As- 
sessment certify the assessments of this class of property to the 
County Board of Taxation and the local assessor of the several 
taxing districts. 

On April 15, taxes are due and payable to the State Treasur- 
er. 

On December i, taxes unpaid on this date shall be in de- 
fault and penalty runs at the rate of 1% per month from this 
date. 

On or before December 10, the State Comptroller shall pay 
the County Collector the taxes due to the municipalities in his 
county. 

On December 15, the County Collector shall pay each local 
collector the amount of the tax due his district. 

Note: — By this plan, the assessment is reviewed by the State 
Board of Taxes and Assessment, and when the amount of the 
assessment is certified to the County Board of Taxation, same 
wiU have been reviewed, appeals heard and decisions rendered. 
By the revised dates for payments this tax will reach its 
final place of credit before the close of the year. 

STATE ROAD TAX 

Chapter i6, 1917 

as amended by 

Chapter 175, P. L. 1918 

This tax is for the purpose of building a State Highway 
system; it is levied at the rate of one mill on each dollar of the 
assessed valuation of all property taxed for municipal purposes. 
The local assessors have no part in assessing this tax, as it is 
added to the levy by the County Board of Taxation. This 
amendment does not change the policy of the state road tax; it 
only changes the dates for the levy, collection and directions for 
the levy. The tax is collected in the same manner and at the 
same time as other taxes. 

On or before December 15 this tax is due and payable to the 
County Collector by the Collector of the taxing district. 

On or before December 26, the County Collector shall trans- 
mit the amount levied in his county to the State Treasurer. 
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FRANCHISE TAX ON PUBLIC UTILITIES 

Chapter 240, P. L. 19 18 
Chapter 239, P. L. 19 18 

The Franchise Tax on public utilities could well be called 
a Division of Profits Tax. The right to levy such a tax arises 
from the fact that the utility companies enjoy certain privileges 
through franchise grants. The gross receipts of public utilities 
of one year are taken for the basis of the tax levied in the suc- 
ceeding year. The rate levied on street railway and traction 
companies is five per cent. (Chap. 290, P. L. 1906.) The rate 
for other utilities for the year 1918 is three per cent; for the year 
1919 is four per cent; for the year 1920 and thereafter five per 
cent (excepting that for corporations having gross receipts of 
fifty thousand or less it shall be two per cent) in all years (Chap. 
17, P. L. 191 7.) This tax is apportioned by the State Board of 
Taxes and Assessment, and collected by the Collector of the 
taxing district. The basis of the apportionment is the relation 
that the valuation of the property of public utility corporations 
located in, on or under public highways in the taxing district 
bears to the total of such properties owned by the corporation. 

The amendment changes only the date for assessing, levying 
and collecting this tax, which confonii to the dates of the new tax 
plan. 

On January 10, the local assessor as a' part of his duplicate 
transmits a separate schedule of such properties to the County 
Board of Taxation. 

On or before February i, the utility corporations file with 
the State Board of Taxes and Assessment a statement of their 
gross receipts for the preceding year. 

On or before Feb. 28, the County Board of Taxation certi- 
fies to the State Board of Taxes and Assessment copy of the 
schedules of utilities properties in the street in each of the taxing 
districts in the county. 

On or before May i the State Board of Taxes and Assess- 
ment certifies the amount of franchise taxes to the several cor- 
porations and to the local assessors. 
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On or before May 6, the local assevssor shall render a bill 
to the utility corporations covering the franchise tax due to his 
district with a copy of same to the local collector. 

On June i, the first half of franchise tax is delinquent, and 
penalty runs at the rate fixed for other tax delinquencies in such 
district. 

On Dec. i, the second half of tax is due and delinquent. 
Penalty runs from this date. The delinquencies of both pay- 
ment periods hecome a lien on this date. 

Note: — This tax should not be confused with The Gross Re- 
ceipts Tax, Chapter 148, P. L. 1918, which applies to street 
railway, traction, gas, light, heat and power companies, oi the 
property in the street tax which is part of the General Prop- 
erty Tax, Chapter 236, P. L. 1918, which applies to all other 
utilities (water, sewage pipe lines, telegraph and telephone 
companies) as this tax is the same as formerly. 

THE STATE SCHOOL TAX 

Special Session Laws 1903 

The state school tax is levied upon the same assessed valua- 
tion as other taxes. The states makes an appropriation, which 
shall not be less than $100,000, and the balance to make up a levy 
of two and three quarter mills on the dollar shall constitute the 
state school tax. It is apportioned by the State Comptroller who 
notifies the State Board of Education and the County Collectors 
of the apportionment. 

The tax is returned to the several school districts under 
certain percentages according to the valuations and the activities 
of the school districts. 

The revised dates are as follows : 

On or before February, i, the State Comptroller shall certify 
the apportionment of state school taxes to Ije raised in the county 
to the County Collector. 

On or before February 10, the County Collector shall lay 
before the County Board of Taxation the state school taxes 
apportioned to the county. 
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* 

The taxes are collected as a part of the other taxes in the 
local taxing district. 

On or before December 15, the collector of the taxing dis- 
trict shall pay to the County Collector, the state school taxes. 

On or before December 20, the County Collector shall pay 
to the State Treasurer the state school taxes levied against his 
county. 

On or before April i, the state school taxes are returned 
to the taxing district upon an apportionment made by the County 
Superintendent of Schools. 

GROSS INCOME TAX 

Chapter 148, P. L. 19 18 

These taxes are levied on the gross receipts of street railroad, 
traction, gas, electric light, heat and power corporations, and 
are distributed upon the basis of the personal property (which 
includes property in the street) and will be effective in 1919 
This tax is in lieu of the tax on personal property (which includes 
property in the street) of such corporations. The tax is levied 
at the average rate of taxation of the state as fixed by the State 
Board of Taxes and Assessment, and is the same rate as applies 
to first class railroad property. The apportionment of the tax 
is made in the proportion that the personal property of such 
corporation in a taxing district bears to the valuation of such 
proj^erty owned by the corporations in the state. 

Note: — Water, telephone, telegraph, sewage, and pipe line 
companies are not included in this new tax. These properties 
are assessed, levied and taxes collected the same as hereto- 
fore. 

On or before January 10, the local assessor as a part of 
his duplicate shall file under separate schedule the personal prop- 
erty (including the property in, on and under all streets and high- 
ways) of street railroad, traction, gas, electric light, heat and 
power corporations within his district. 

On February i, the utility corporations affected by this tax 
file with the State Board bf Taxes and Assessment the gross 
receipts of the corporations as of the previous year. 
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On or before February 28, the County Board of Taxation 
transmits to the State Board of Taxes and Assessment a copy 
of the returns of this class of property in the several districts in 
the county. 

On or before May i, the State Board of Taxes and Assess- 
ment certifies the amount of tax to the several corporations and 
to the local assessors. 

On or before May 6, the local assessors shall deliver a bil! 
for the tax to the corporations and a copy thereof to the local 
collector showing the amount of tax due in his district. 

On June i, the first half of tax is delinquent and penalty 
runs from this date. 

On December i, the second half of tax is delinquent and 
penalty runs from this date. On this date also the tax becomes 
a lien. 

Note: — This tax should not be confused with the Franchise 
Tax, but is an added and distinct tax on these utiUty proper- 
ties. 



ANNUAL AUDIT 

Chapter 268, P. L. 19 18 

This statute providing for a stated audit of municipal and 
county accounts has a four- fold purpose. 

1. To make it mandatory that the larger municipalities and 
all counties have an audit each year; the smaller municipalities 
an audit at least each second year. 

2. To place a measure of supervision and control over the 
auditors who audit municipal accounts, by requiring all auditors 
to be licensed as provided in Chapter 267, P. L. 1918. 

3. To exercise a supervision of public accounts by requiring 
a copy of the audit, together with th'* recommendations made by 
the auditor to be submitted to the Department of Municipal 
Accounts. 
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4. To provide a means for keeping the taxpayer informed 
as to the condition of the affairs of his municipality and county by 
requiring a summary of such audit, together with a summary of 
the recommendations to be pubHshed. 

Section i. 

This section provides that beginning with July i, 1918, all 
municipalities having an assessed valuation of three million dol- 
lars and over, and all counties, shall have an annual audit made 
of their accounts, and municipalities of less than three million 
dollars an audit each second year, by an auditor who is licensed 
by the Department of Municipal Accounts. Such audit must 
be completed within four months (May i) after the close of the 
fiscal year. 

Note: — An municipalities must havB an audit made of their 
191.8 accounts before May 1, 1919. 

Section 2. 

This section provides that a synopsis or sunmiary of the 
audit, together with the recommendation made by the auditor be 
'published at least twice in the official f^ewspaper of the municipali- 
ty or county where an official newspaper has been designated, and 
if there be none, in a newspaper published in the municipality or 
county. Where no newspaper is published in the municipality or 
county, then in one having a general circulation therein. 

Section 3. 

In this section, in the case of municipalities, the Clerk of the 
municipality, and in counties, the Clerk of the Board of Free- 
holders, is required to publish a summary or synopsis of such 
audits, together iwith the auditor's recommendations, within thirty 
days after the receipt of the report of the audit. A fine is im- 
posed upon the clerk for failure to publish the summary and 
recommendations as directed, at the rate of ten dollars per day 
for each day that the violation continues. 

• 

Note: — The purpose of this is to impose a duty on a duly 
constituted official, and to penalize his failure to comply with 
such duty in order to insure that the taxpayer be given the 
benefit of the report of audit and the recommendations. 

70 



Registry of Auditors 
REGISTRY OF AUDITORS 

Chapter 267, P. L. 1918 

The purpose of this statute is to place the auditors of pubHc 
accounts under the control and supervision of a duly qualified 
state department, and for this purpose all auditors who shall 
audit municipal or county accounts after July i, 19 18, must be 
registered. The purpose is to eliminate unqualified or dishonest 
auditors from this class of public work, and protect the taxpayer 
against a practice already too long in existence of having the 
auditor whitewash the conduct of the officials, and keep the real 
condition of the municipality's or county's affairs from the tax- 
payers. ' 

The fiduciary capacity of a true audit runs to the taxpayer 
and not to the city officials, and it is for the purpose of empha- 
sizing this responsibility and for making the audit of public af- 
fairs more true to its purpose that these regulations are imposed. 

Section i. • 

This section provides that only the accountants who hold a 
certificate of registration as Municipal Accountant for New Jer- 
sey, issued by the Department of Municipal Accounts, may audit 
the accounts of any municipality o: county. It prohibits all 
others from performing such duties. 

Section 2. 

This section recites the articles an applicant for license as 
Municipal Accountant for New Jersey is obliged to subscribe 
to, and states in specific terms the qualifications and duties to be 
insisted upon. 

Section 3. 

This section requires that each accountant shall file a copy 
of his report of audit and recommendations with the Commis- 
sioner of Municipal Accounts within five days after filing the 
report with the municipality or county. 

Note: — The duty is laid upon the Department to exercise an 
oversight and control of these matters, consequently this duty 
is imposed upon the auditor for which he will be held respon- 
sible. 
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Section 4. 

This section gives the Commissioner of Municipal Accounts 
power to cancel the license certificate of an auditor when irregular 
or incompetent work is discovered. This section provides, also, 
a means of relief should such audit m feel that his certificate had 
been cancelled without just cause. 

Section 5. 

This section prescribes the license fee of $5.00 per year for 
the registration of auditors which shall be an annual fee and 
cover the year from June ist to May 31st. 

Section 6. 

In this section a fine is imposed upon any person who shall 
enter into the work of auditing the accounts of any municipality 
or county without holding a license for doing such work as pre- 
scribed by this act. 

Note: — This is a protection to the taxpayer, as if an un- 
registered accountant should audit the accounts of a munici- 
pality, the department would have no Jurisdiction over him, 
and he would not be obliged to submit a report of his audit 
to the department. 

Section 7. 

This section provides for registration in the case of firms or 
corporations that do auditing, and also the manner in which the 
statements or certificates of such audits shall be signed. 

FISCAL YEAR 

Chapter 238, P. L.. 19 18 

This act is an amendment to the 1908 Act, which imposed 
a uniform fiscal year on second, thira and fourth class counties, 
and all municipalities, excepting first ?.nd second class cities. The 
amendment includes all municipalities and all counties and makes 
the fiscal year run from January ist to December 31st. Begin- 
ning with January i, 1919, all municipalities and all counties will 
have a uniform fiscal year and budget period. 
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Section i. 

This section exempts school districts from the new fiscal 
year period. The school year remains as formerly, from July 
1st to June 30tli. 

Section 2. 

This section imposes the duty upon financial officers to make 
and file their various annual financial reports with their govern- 
ing bodies within sixty days after the close of the fiscal year. 

Section 3. 

This section provides that where a city or county is obliged 
to change its fiscal year, it may make appropriations for the re- 
maining months of the year 1918 v/hich are not covered by the 
previous budget, and also allows it to make a further appropria- 
tion for general purposes, which may be used for retiring in- 
debtedness or for the purpose of accumulating a surplus with 
which to conduct the affairs of the municipality or county until 
the first half of the tax for 1919 is received. 

Note: — It should be observed that a full year's sinking fund 
I appropriation and a full year's local school budget should 

be provided in the short budget and the 1918 tax levy. It 
I should also be noted that the full county tax, the full state 

school tax and the full state road tax will be levied by the 

County Board of Taxation against the district and must be 

raised by the taxes collectable in 1918. 

SINKING FUND ACT 

Chapter 212, P. L. 1917 

Chapter 243, P. L. 19 18 

The scientific administration of sinking funds constitutes an 
important feature of public finance, and has an intimate relation 
to public welfare. 

Note:— The Department of Municipal Accounts has published 
a pamphlet, setting forth the prescribed methods of account- 
ing and details of accounts in coifliection with sinking funds. 
Those having charge of sinking fund accounts should obtain 
this pamphlet, as it contains many helpful suggestions in con- 
nection witn the uniform system prescribed by the Depart- 
ment. 
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The existing sinking fund laws were found to be entirely 

inadequate and had to be set aside and a new law enacted that 

should deal in a comprehensive way with sinking fund problems 

and have universal application. To avoid complications that 

would arise in making the sinking fund year conform to the 

various budget periods, an arbitrary sinking fund was set up 

viz., the tax year or calendar year. Under this plan, appropria- 
tions for sinking fund purposes are made in the budget and are 
payable on or before December 31 of each year, regardless of 
the operation of other budget appropriations. The added pur- 
pose for setting up a distinct sinking fund year was for the valu- 
ation of the existing sinking funds in connection with amortiza- 
tion requirements. While an independent sinking fund year was 
indispensable under the old budget periods, beginning with Janu- 
ary I, 1919 all municipalities will have a uniform fiscal year 
and budget period w^hich will be in harmony with the sinking 
fund year. 

By the Sinking Fund Act, all municipalities, counties and 
school districts (of such municipalities as have no term bonds 
outstanding), which have issued and have outstanding term 
bonds, are required to appoint and constitute a Sinking Fund 
Commission. 

Section i. 

In this section, the definition of term bonds and serial bonds 
is set up. An issue of bonds, the installments of which mature 
in successive years during three quarters of the period between 
the date on which the last installment is due, are designated "ser- 
ial bonds". All other bonds are designated "term bonds''. An 
issue which comes under the classification of seriai bonds does not 
come under the provisions of this act, whereas if the maturities 
of an issue of bonds are such as to bring them under the classifi- 
cation of term bonds, such bonds come under the provisions of 
this act and may properly be* called sinking fund bonds. 

The term "governing body" is here defined as meaning the 
board or body having control of the finances of the municipality, 
county or school district. 
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Note: — The purpose of a sinking fund is to provide a reserve 
which shall amortize an issue of bonds at its maturity. The 
true purpose of serial maturities for bonds is that the install- 
ments falling due each year shall be such as to provide for 
the retirement of the whole issue with the last maturity. As 
no definition has ever been established as to what constitutes 
a serial bond, and from the fact that in New Jersey every con- 
ceivable arrangement of maturities has been employed, to 
avoid misunderstandings and controversy as to which bonds 
shall come under the operation of this statute it was necessary 
to establish a definition for serial and term bonds. 

Section 2. 

Subsection (a). By the provisions of this section, each 
municipality, county and school district, which have issued and 
now have term bonds outstanding are required to constitute and 
appoint a Sinking Fund Commission. The following interpreta- 
tions should be regarded as applying to the Sinking Fund Com- 
missions in connection with school bonds. 

Note 1: — In Article VII, Country School Districts, lying 
wholly within a municipality which has outstanding term 
bonds, the sinking funds for school bonds are placed in the 
custody and control of the Sinking Fund Commission for the 
municipality. 

Note 2: — Where the municipality has no outstanding term 
bonds and the school district does have, then the Sinking Fund 
Commission shall be constituted for the school district. 

Note 3: — Where a school district lies within two or more 
municipalities, such school district should have its own Sink- 
ing Fund Commission. 

Subsection (b). This subsection provides that the executive 
officer, (Mayor, President of the Village, Chairman of Town- 
ship Committee, Director of Board of Freeholders, or the Presi- 
dent of the Board of Education) shall be ex-officio member of 
the commission. Such official may, however, appoint an official 
or a member of the governing body to serve in his place upon 
the commission. The term of such substitute shall be co-exten- 
sive with the term of the appointing official or the term of the 
appointee as such an official. 

Subsection (c). In this subsection, the chief financial official 
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of the municipality, county or school district shall also be ex- 
officio member of the commission. 

Subsection (d). This subsection provides that three citizens, 
resident taxpayers on real estate, with financial qualifications, who 
hold no office in such municipality, county or school district shall 
be appointed as the citizen members of the commission. Their 
appointment is made by the executive officer of the municipality 
county or school district by and with the consent of the govern- 
ing body. Such appointments in the first instance are to be for 
one, two and three years and thereafter for a term of three 
years. 

Note: — In sut>sections (b) (c) (d), provision is made for 
appointment of a five member commission, which number is 
permissible for all Sinking Fund Commissions, but is manda- 
tory where the fund amounts to more than $50,000. Where 
the fund is less than $50,000 the Sinking Fund Commission 
may be composed of three members as provided in subsec- 
tions (e) and (f). 

Subsection (e). In this subsection, in the case of a three 
member commission, the financial officer shall be the only ex- 
officio member, and his tenn as commissioner shall be co-exten- 
sive with his term as financial officer. 

Subsection (f). This subsection provides in the case of a 
three member commission for the appointment of two citizens, 
resident taxpayers on real estate, having financial qualifications 
on the commission. Their terms in the first instance shall be 
one and two years, and thereafter such members shall be ap- 
pointed for the term of two years. If the governing body shall 
determine to increase the commission to five members or if the 
funds increase to over $50,000, then, and in such cases, the Sink- 
ing Fund Commission shall be increased to five members, which 
will automatically make the executive official, as described by 
subsection (b) a member of the commission, and an additional 
citizen member shall be appointed as provided in subsection (d). 
The term of such citizen member shall in the first instance run 
one year beyond the expiration of the term of the citizen mem- 
bers, and thereafter, at the expiration of the term of each citizen 
member, their reappointment shall be for three years. 
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Note: — The conditions of appointment for citizen members of 
commissions should be interpreted as to provide for the ex- 
piration of the term of one such member each year, and for 
filling such vacancies as provided for in the original appoint- 
ment. 

Note: — Whether a three or five member commission is ap- 
pointed a majority must be of those not holding any office in 
the municipality, county or school district as the case may 
be. This requirement as to the majority membership is made 
so that the commission will be independent of the governing 
body and may be expected to administer the funds without 
prejudice or complications. 

Section 3. 

In this section, the Sinking Fund Commission is required to 
be constituted, appointed and organized, and shall supersede all 
other sinking fund commissions or boards, committees, or in- 
dividuals who may have the control and custody of any present 
sinking fund moneys or securities. Such Sinking Fund Com- 
mission shall be a body corporate to be designated as "The Sink- 
ing Fund Commission of ", with full powers to 

sue and be sued. The appointments in the first instance, and 
thereafter, shall be made as of January i, and their organization 
meeting shall be held in the first week in January of each year, 
at which meeting the President, Secretary and Treasurer shall 
be elected. It is provided that one person may hold the office of 
Secretary and Treasurer. Disbursements, investments, sale or 
transfer of securities shall be by resolution and checks signed by 
the president and treasurer shall be used for disbursing all funds. 

Note: — The only purposes for which Sinking Fund Commis- 
sions may disburse sinking fund moneys are for converting 
cash into investments and to retire maturing bonds. 

Section 4. 

By this section, direction is given that when sinking funds 
are invested in mortgages on real estate such investments shall 
be liquidated as speedily as reasonably may be, and the funds 
reinvest in the securities as provided under section 8 of this act. 
It is also provided that all funds, properties, securities, moneys, 
books, paj^s, records and documents of all description, by who- 
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ever held shall be turned over to the newly appointed sinking 
fund commission. 

Note: — Best authorities on sinking funds agree that a mort- 
gage investment is not sufficiently dependable for quick liq- 
uidation to make such investments practical or safe for sinking 
fund moneys. While at times mortgage rates are somewhat 
better than on municipal, state or government bonds, it is 
deemed wise to impose this restriction against mortgage in- 
vestments. 

Section 5. 

In this section, every board, body, committee, commission, 
official or employee, who may have custody of funds held for 
the payment of bonds falling due in the future shall turn over to 
the newly appointed sinking fund commission all 3uch moneys, 
securities, funds, property, papers, books, records and documents 
without further warrant or action on the part of any official or 
board. 

Note: — It was found that moneys which should properly be 
in sinking funds were held by officials, employees, committees 
and commissions, but this section should be interpreted to 
mean that all such funds, securities, books and documents, 
etc., should be turned over to the newly constituted commis- 
sion, who under this act have full legal power to enforce 
such delivery by demand or loyal proceedings. 

Section 6. 

By this section, the members of the Sinking Fund Commis- 
sion are expected to serve without compensation, but they shall 
give a corporate bond to the municipality, county or school dis- 
trict for the faithful performance of their duties, in the sum as 
fixed by the governing body. When the work of the commission 
warrants the employment of a secretary or other assistants, their 
salary shall be fixed by the governing body, but the appointment 
shall be made by the commission. Such appointees may be mem- 
bers of the commission who shall receive the salary as fixed by 
the governing body. The premium for the surety bonds, sal- 
aries and expenses necessary in the discharge of the duties laid 
upon the Sinking Fund Commission shall be paid from the gen- 
eral funds by appropriations in the budget and not fram sinking 
funds, 
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Section 7. 

This section places the sole custody and control of all sink- 
ing funds in the Sinking Fund Commission, who appoint the de- 
positaries. The commission shall bo the sole judge of the in- 
vestments and reinvestments, but are limited, nevertheless, to the 
securities as defined by section 8. A limitation is placed upon 
the commision's power to sell or dispose of securities to two 
purposes, viz., for the purpose of securing funds with which to 
pay maturing bonds or to better the security or investment of the 
fund. 

The duty is laid upon the commission to keep books of 
records of proceeding and accurate account of the transaction, 
investments, earnings of investments and expenditures ; to make 
such reports as required by this or any other act and to permit 
the examination of its accounts and records by persons authorized 
by the governing body, the Commissioner of Municipal Accounts 
or interested taxpayers. 

Section 8. 

This section defines the securities which are legal investments 
for sinking funds. It limits the investments to the debt obliga- 
tions of the United States, the State of New Jersey, and any 
county, municipality or school district in the state. It further 
provides that in making investments due regard shall be given to 
the maturity of such investments so that sinking funds may be 
liquidated to meet their dependent bonds at maturity. 

Section 9. 

Under this section, the Sinking Fund Commission is re- 
quired to make its annual report as of the preceding year's tran- 
sactions on or before the 15th day of January to the governing 
body, and to send a copy to the Commissioner of Municipal Ac- 
counts. It is also directed that the commission shall have same 
published for distribution before the end of January. The Gov- 
erning Body or Commissioner of Municipal Accounts may re- 
quire any further or additional reports in connection with tlie 
sinking funds at any time. 

Section id. 

In this section, direction is given as to the general manner 
or form for setting up and keeping sinking fund accounts. In 
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the first place, sinking funds for the several issues of term bonds 
should be classified in at least three classifications, viz., school 
bonds, water bonds and general bonds. It should not be in- 
terpreted, however, that these are the only classifications which 
should be made. A separate classification should be made of 
sinking funds for bonds which are wholly exempted from the 
debt limit, such as water bonds or bonds which are issued for 
dikes, jetties, etc., and another classification should be made for 
each class of bonds which are conditionally or partly exempted, 
such as bonds issued for the creation of all public utility or enter- 
prises, and in the case of counties, for bonds issued for park 
purposes. As before directed, school bonds should be given a 
separate classification. A separate classification should be made 
for general bonds, that is, bonds the payment for which is en- 
tirely dependent upon funds raised by the tax levy and which are 
wholly under the debt limit without a partial or conditional ex- 
emption. If sinking funds are held for assessment bonds, these 
should by all means be given a separate and distinct class, as 
the funds for these should be entirely contributed by assessment 
payments. A separate account should be kept of the funds to 
the credit of each issue of bonds and the annual contribution 
credited thereto when received. Investment of the funds should 
be made from general account and not for any separate account. 
All credits from earnings should be recorded in a general earning 
account and distribution made at the close of each year from 
this account to the several bond accounts in proportion to the 
funds in each account at the beginning of the year. 

Note: — The purpose of these several classifications as herein 
defined may be more clearly seen in the operation of Section 
19, where distribution of surpluses in sinking funds is di- 
rected. The policy is to prevent the transfer of sinking fund 
credits from bond accounts which are wholly or partly ez- 
empited under the debt limit, to bond accounts that are wholly 
or partly under the limit. 

Note: — The clear purpose of the classification is to preserve 
the integrity of the sinking fund in the annual contributions 
and the distribution of surpluses. Without due regard for 
such classifications the proper estimate of the debt limit 
would not be possible, consequently classifications should be 
made with great care, having in mind the equities of the sink- 
ing fund and the debt limit. 
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Section ii. 



In this section a restriction is placed upon the sale of se- 
curities purchased in the exercise of the preferential right, given 
the sinking fund in the Budget Act and the Bond Act, for a 
period of ten months. A limitation is put on the sale of the 
municipality's or county's own securities held by its sinking fund 
to the purposes of meeting maturing bonds. Authority is given 
to cancel bonds held by the sinking fund from surpluses (after 
distribution) which are over and above the fixed standard of 
requirements as established by this act, and this is the only 
authority given for cancelling bonds held by the sinking fund, 
which, of course, would be the bonds of the municipality, county 
or school district, as the case may be 

Note: — The restriction for canceUing bonds only out of sur- 
pluses should be rigidly complied with, as the integrity of the 
sinking fund requires the earnings from investment from other 
than the surplus to keep the fund up to its requirements. In- 
vestigation has shown that sinking funds, to which proper 
contributions have been made each year, now have a sub- 
stantial deficit, which has occurred by cancelling bonds held by 
the sinking fund. 

IN EXPLANATION — A forty year sinking fund is made up 
of 47% of principal payments and 53% of earnings. By 
cancelling the 47c investment, which, during the amortization 
period is depended upon to earn 53c, it is obvious that only 
47c of the debt will thereby be cancelled, consequently the 
restrictions are imposed for cancelling bonds only out of sur- 
pluses. 

Section 12. 

Under this section, the Sinking Fund Commission is directed 
to turn over to the Municipal or County Treasurer or the Cus- 
todian of School Moneys, the funds accumulated in the sinking 
fund against any issue of bonds about to fall due, three days 
previous to the date of maturity, as our general statutes provide 
that the financial officer in the issuing corporation is the authoriz- 
ed person to whom the bond holder looks for the payment of 
bonds. Direction is given as to disposition of surplus in sinking 
fund after bonds are paid. 
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Section 13. 

The Sinking Fund Commission is given the power and au- 
thority to demand and enforce, even to the extent of legal pro- 
ceedings, the appropriation and payment of the sinking fund 
moneys when due under this act. 

Section 14. 

This section sets forth the manner in which the annual re- 
quirements or contribution shall be computed. This is known as 
the amortization basis. All calculations are made on a 3>^% an- 
nual cumulative basis. Note carefully that where assessment 
moneys are paid into the sinking fund for safekeeping, that these 
funds should not be confused with the stated requirements, but 
should be kept separate, and such money credited to the principal 
of the assessment bond funds. 

When the funds arise from any other source than the tax 
levy such moneys should be kept entirely distinct and not confused 
with the annual requirements, which is a fixed obligation running 
to the bonds, which are dependent upon the tax levy for their 
amortization. 

Note: — The table for figuring sinking funds on the basis as 
set forth in section 14 wiU be found on opposite page. 

RULINGS OF THE DEPARTMENT OF MUNICIPAL 
ACCOUNTS JN CONNECTION WITH THE VALUA- 
TION OF SINKING FUNDS IN CONNECTION 
WITH THE AMORTIZATION BASIS. 

1. The ruling of the Department is that in calculating the 
amount of the sinking fund which should be credited to a given 
issue of term bonds, the date of the first contribution to such 
sinking fund shall be taken as the thirty-first day of December 
of the year following the year of issue. 

2. Accrued interest on sinking fund investments Shall not 
be credited as an accumulation to the sinking fund ; only interest 
actually received by the sinking fund shall be so credited. 

3. Temporary loans made from sinking fund moneys must 
be represented by properly executed instruments. Interest on 
such loans must be paid on December 31st of each year up to 
and including that date. 

4. In calculating sinking fund assets the value of bonds held 
by the sinking fund shall not be taken at greater than par. 
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NEW JERSEY SINKING FUND TABLE. 
3>^% Annual Cumulative Basis 

TABLE I. 

Annual sinking fund requirements 
for each $1,000 bond. 



Term (years) 

1 
2 
3 
4 
5 

6 
7 
8 
9 
10 

H 
12 
13 
14 
15 

16 
17 
18 
19 

20 

21 
22 
23 
24 
25 

26 
27 
28 
29 
30 

31 
32 
33 
34 
35 

36 
37 
38 
39 
40 

41 
42 
43 
44 
45 

46 

47- 
48 
49 
50 



Amount 

11,000.0000 
491.4005 
321.9342 
237.2511 
186.4814 

152.6682 

128.5445 

110.4767 

96.4460 

85.2414 

76.0920 
68.4840 
62.0616 
56.5707 
51.8251 

47.6848 
44.0431 
40.8168 
37.9403 
35.3611 

33.0366 
30.9321 
29.0188 
27.2728 
25.6740 

24.2054 
22.8524 
21.6027 
20.4454 
19.3713 

18.3724 
17.4415 
16.5724 
15.7597 
14.9984 

14.2842 
13.6133 
12.9821 
12.3878 
11.8273 

11.2982 

10.7983 

10.3264 

9.8777 

9.4534 

9.0511 
8.6692 
8.3065 
7.9617 
7.6337 



TABLE II. 


Accumulation of 
$1.0u. 


annual payment of 


At the end of 


Amount 


.....years 




1 
2 
3 

4 
5 


11.0000000 
2.0350000 
3.1062250 
4.2149429 
5.3624659 


6 
7 
8 
9 
10 

• 


6.5501522 

7.7794075. 

9.0516868 

10.a684958 

11.7313932 


11 
12 
13 
14 
15 


13.1419919 
14.6019616 . 
16.1130303 
17.6769864 
19.2956809 


16 
17 
18 
19 
20 


20.9710297 
22.7050158 
24.4996913 
26.3571805 
28.2796818 


21 
22 
23 
24 
25 


30.2694707 
32.3289022 
34.4604137 
36.6665282 
38.9498567 


26 

27 
28 
29 
30 


41.3131017 
43.7590602 
46.2906273 
48.9107993 
51.6226773 


31 
32 
33 
34 
35 


54.4294710 
57.3345025 
60.3412101 
63.4531*524 
66.6740127 


36 
37 
38 
39 
40 


70.0076032 
73.4578693 
77.0288947 
80.7249060 
84.5502778 


41 
42 
43 
44 
45 


88.5095375 

92.6073713 

96.8486293 

101.2383313 

105.7816729 


46 
47 
48 
49 
50 


110.4840315 
115.3509726 
120.3882566 
125.6018456 
130.9979102 



The annual sinking fund requirement for an issue of term bonds is found 
by multiplying the amount (Table I) corresponding to the term of the issue 
by the number of $1,000 bonds. 

The sinking fund accumulation for an issue of term bonds at the end 
of any year is found by multiplying the annual sinking fund requirement by 
the amount given (Table II) for that year. 
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Section 15. 

This section imposes the duty on the Sinking Fund Com- 
mission to forward their calculation of the sinking fund require- 
ments for the ensuing year to the governing body and the Com- 
missioner of Municipal Accounts. For bonds issued by munici- 
palities and counties the requirements must be forwarded before 
Nov. I, and where the sinking funds is for bonds issued by a 
school district, requirements must be forwarded before Dec. i. 
The Commissioner of Municipal Accounts shall return his certifi- 
cates of requirements as to bonds issued by municipalities and 
counties to the governing body and Sinking Fund Commission 
by Dec. i , and as to bonds issued by school districts to the Board 
of Education and the Sinking Fund Commission by Feb.i. The 
amount named in the certificate of the Commissioner of Muni- 
cipal Accounts constitutes a mandatory requirement, and the duty 
is imposed upon the Governing Body or the Board of Education 
to include the amount as certified in the appropriations of the 
municiality and county as set forth in the budget for the year 
commencing Jan. i, and in school districts in the moneys to be 
voted for the year commencing July i. If for any reason the 
appropriation is omitted in the Budget the instruction is given 
to place same in the Tax Ordinance or Resolution. It should 
be noted that under Chapter 266, P. L. 19 18, the Commissioner 
of Municipal Accounts is authorized to order the County Board 
of Taxation to include the proper sinking fund requirements in 
the tax levy when ^ame have been omitted in the Budget or the 
Tax Ordinance or Resolution or the moneys vpted by the school 
district. The duty is laid upon the Sinking Fund Commission 
to report to the Commissioner of Municipal Accounts by Jan. 
5 as to the receipt or non-receipt by it of the amount as certified 
by him. A penalty is imposed on the members of the Sinking 
Fund Commission for not so reporting. 

Section 16. 

This section provides that when the credits of a sinking 
fund for an issue of bonds equal the amount of the bonds for 
w<hich it was created that no further contributions are required, 
and the earnings of such a sinking fund may be used to offset 
the annual requirements for other bonds except if there are funds 
that are deficient such earning should then be devoted to making 
up such deficiency. 
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Section 17. 

This section provides that when the earnings of the sinkini; 
fund for any year exceed 3/4% that the excess may be used as 
an offset in the succeeding year's requirements for sinking funds 
where no deficit exists, but when the annual earnings are less 
than 3>4%, the deficit in all cases must be made up in the follow- 
ing year's Budget. This is necessary to keep* the annual ac- 
cretions to the fund up to their proper standard. 

Note: — As the basis for aU calculations for New Jersey's 
sinking funds is 3^% (cumulative) this provision for 
distribution of surplus and deficit in certain cases is made 
so as to keep the funds up to their amortization basis. 

Section 18. 

In order to ascertain the exact relation of existing sinking 
• funds to their proper standard of requirements for the bonds for 
which the fund is set up, this section requires a valuation and 
tabulation of all sinking fund assets and outstanding term bonds. 
Such a valuation was directed to have been made by the 31st day 
of July, 19 1 7, as to the condition of all sinking funds on De- 
cember 31, 1916. Under the next section, the Commissioner of 
Municipal Accounts may order a new valuation at any time. 

Section 19. 

In this section authority is given to transfer any surplus 
from the sinking fund account of one bond issue that may be 
in excess of its requirements to the sinking fund account of 
bond issues, where the sinking fund is below requirements, but 
such transfers must first be from and to sinking funds for bonds 
in the same classification. After all sinking fund accounts have 
l^een brought to their standard requirements and there still exists 
a surplus, direction is given in section 11 and in section 24 as 
to the employment or disposition of any such surplus and only 
as provided in these sections may a surplus be used. 

Note: — It is the opinion of the editor that surpluses of sink- 
ing funds could best be used to buy and cancel bonds de- 
pendent on the sinking fund or to cancel bonds held by the 
sinking fund as provided by section 11, rather than use the 
surplus to offset annual requirements. By cancelling bonds, 
the annual requirement is reduced in practically the same 
degree as by the offset and the indebtedness of the municipali- 
ty is reduced. 
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Sections 20 and 21. 

By the provisions of this section where any sinking funds 
after distributions are found to be below their standard require- 
ments the law provides that a special sinking fund be set up and 
annual contribution made thereto at the rate of not less than one- 
fifth of a mill on each dollar of assessed valuation (2 points on 
the tax levy) until the deficit, plus the accumulated interest has 
been made up by the special sinking fund, and then upon cer- 
tificate from the Commissioner of Municipal Accounts same may 
be distributed to the several deficient sinking fund accounts. Con- 
tributions to the special sinking funds constitute budget items 
and a mandatory obligation upon the part of the governing 
body or the Board of Education. Such funds must be turned 
over to the Sinking Fund Commission at the same time the annual 
sinking fund contribution is turned over. 

Note: — If it is desired to accumulate the deficits more rapidly 
than here prescribed, it can be done to any extent desired. 

Section 22. 

In this section, the special sinking fund requirements are 
clearly shown to be in addition to the annual requirements as 
set forth in section 14, and can in no way be considered as a 
part of or in Ireu of such annual requirements, but are clearly 
in addition thereto. 

Section 23. 

In order that a new calculation of the conditions in sinking 
funds may not be necessary each year, the one valuation called 
for under sections 18 and 19, and the results of this . valuation 
and the distribution shall constitute the basis for subsequent 
special sinking fund accumulations. It should be noted, however 
that in event of a bond issue, which may fall due before the 
amount to the credit of the sinking fund is sufficient for the 
payment of said bonds, that all the moneys in the special sinking 
fund shall be used to make good the deficiency and the special 
sinking fund continued for its original purpose, until all sinking 
funds are up to their proper requirements. 

Section 24. 

In this section authority is given to employ any surplus of 
the principal of the sinking fund to offset the annual requirements 
to an extent not to exceed one-half of such annual requirement. 
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Before such surplus is so used a certificate must be obtained from 
the Commissioner of Municipal Accounts. Anticipated earnings 
from surpluses in sinking funds up to 3/4% may be used as an 
offset to the annual requirements when included in the certificate 
of annual requirements. 

Section 25. 

Question has arisen as to whether a bond issue, which was 
authorized by an act which set forth a stipulated annual sinking 
fund contribution would come under the amended provisions as 
to sinking fund requirements as set forth in this act. This sec- 
tion was drafted to meet any legal objection to the requirements 
of this act under these conditions. 

Note: — It is clear that the Legislature has authority to impose 
a greater sinking fund requirement than the one set forth in 
the act authorizing the bond issue, if it is found that the 
original requirement will not provide funds under reasonable 
earning power to amortize the issue. On the other hand, it 
is doubtful if any court would hold that a sinking fund re- 
quirement named in the act under which the bonds were 
issued that is clearly in excess of an amount which would 
accumulate sufficient funds during the period covered by 
the bonds would require that a greater amount be contributed. 
It is also doubtful if the holders of bonds would feel that 
they were injured so long as a proper sinking fund require- 
ment was imposed and made each year under an act which 
requires a fixed standard of accumulations. However, the pur- 
pose of this section is not to have any municipality violate 
a contractual obligation if it feels that they are thereby 
bound to contribute more than is clearly necessary in their 
annual contribution, and certainly, neither court, bond holder 
nor municipality could have any cause for complaint if funds 
were on hand equal to the amount of the bonds and a munici- 
pality took advantage of section 6 and discontinued the an- 
nual payments of requirements. 

Section 26. 

This section provides that the failure of the Commissioner 
of Municipal Accounts to certify the requirements shall in no 
wise relieve the Governing Body or the Sinking Fund Commis- 
sion of their duties of demanding that provision is made in the 
budget or tax ordinance for a proper annual contribution to their 
fund. 
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Chapter 155. P. L. 1917 

In order that a comprehensive and comparable statement 
map be made of the financial condition of the municipalities, 
counties and school districts of the state, all such reports must 
be made upon standard forms and for uniform periods. To 
accomplish this, the law gives the Commissioner of Municipal 
Accounts full power and authority to prescribe the form of 
reports and to correlate and publish the resultant data. 

Section i. 

This section imposes the duty upon the officials who shall 
compile and file the financial statement to file same with the 
Commissioner within sixty days after the close of the fiscal 
year. This means that they must be filed on or before March 
1st for all municipalities, counties and school districts. The 
forms upon which these reports shall be made are to be furnished 
by the Commissioner of Municipal Accounts. 

Section 2. 

This section provides a penalty of $5.00 per day for each 
day of default and commences to operate within five days after 
the time fixed for the filing of such report. This penalty runs 
against the Comptroller of cities, the financial officer of other 
municipalities and counties and the Custodian of School Moneys, 
and is imposed for the purpose of getting the reports in time to 
allow for their compilation and publication, at a time when they 
will be of value to those interested in the financial condition 
of the political subdivisions of our state. 

Section 3. 

This section repeals in specific terms the act which required 
the State Comptroller to gather and publish the reports and 
places this matter in the hands of the Commissioner of Municipal 
Accounts. 
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Chapter 154, P. L. 191 7 
Chapter 266, P. L. 19 18 

In passing laws to regulate and control the administration 
of the fiscal affairs of municipalities and counties, the proper 
service to the taxpai^r is onlg rendered in part The full service 
and value of such laws can onlj^ be assured b^ placing the super- 
vision of their enforcement under a dulp constituted state de- 
partment In order that public officials and taxpapers should 
both receive the fullest benefit from this program of legislation, 
the Department of Municipal Accounts has been established, and 
the Conimissionerof Municipal Accounts appointed to administer 
the department This official is given ample power and authority 
to supervise the administration of public affairs and render as- 
sistance to public officials in carrying out the provisions of the 
statutes. 

Note: — By placing the administration of public affairs under 
the superyision and control of a state department. New Jersey 
has followed other states, although most states extend the 
jurisdiction of such departments to include the function of a 
periodical audit of all municipal accounts. 

Section i. 

This section creates the Department of Municipal Accounts 
and the office of Commissioner of Municipal Accounts. It de- 
fines in a general way the duties of the Commissioner and pro- 
vides for the appointment of deputies, auditors and assistants. 
In this section direction is given the Commissioner to enforce the 
laws of the state with reference to the work of the department, 
and in connection with the financial affairs of municipalities, 
counties and school districts. It provides that the Department 
shall have an office at the State House in Trenton. 

Note: — In conformity with the provisions of this section, the 
Commissioner of Municipal Accounts was appointed in April 
1917, and is now administering the affairs of the Department, 
with an office at the State House. 
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Section 2. 



This section makes the Department of Municipal Accounts 
a sub-department of the Treasury of the State. This gives the 
department the benefit of the counsel of the State Treasurer as 
well as the Commissioner. 

Section 3. 

This section goes into considerable detail as to t^e duties 
of the Commissioner in connection with the several feattures of 
public affairs and provides the scope of his authority in connection 
therewith. The Commissioner has been given very broad powers 
which are necessary in bringing about an orderly administration 
of public affairs. 

In subsection (a), the duty is laid upon the Commissioner 
to visit each municipality, county and school district, and ex- 
amine and audit the sinking funds at least once in every two 
years, although he may examine same oftener if he deems the 
conditions warrant. He may make recommendations in connec- 
tion with the conduct of sinking fund affairs that seem best for 
the welfare of the sinking fund. The power is given the Com- 
missioner or his agent to examine under oath any official or 
employee of the municipality or the sinking fund commission 
relative to sinking fund matters. The Commissioner is given 
power to prescribe the method or system of keeping sinking fund 
accounts and the reports and statements to be made in connection 
with sinking fund matters. 

Subsection (b). In this subsection, the Commissioners' au- 
thority and supervision extend directly to the general accounts and 
fiscal affairs of the municipality or county. If for any reason 
the Commissioner feels that the affairs of a municipality or 
county are not being properly conducted, or that irregularity 
exists he has the power to conduct an investigation or impose a 
general audit, and may subpoena all books of account and any 
person whom he believes may be able to give information in 
connection with such affairs. He may call a public or private 
meeting of any committee, board or of the governing body of 
any municipality or county and examine or advise same in any 
matters concerning the fiscal affairs. He may also enforce by 
order the recommendations of the auditor or may impose such 
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changes as he may deem best in the conduct of a municipality's 
or county's affairs. 41^ penalty is imposed upon any official or 
member of the governing body who may be responsible for not 
carrying out the orders and requirements of the Commissioner. 
In examining the affairs of a municipality or county, a per diem 
allowance of $25.00 is made for each person engaged in such 
work. This applies to an examination of the affairs of any 
board, department of public affairs, or to a general audit which 
the Commissioner may institute. 

Subsection (c) gives the Commissioner power to establish 
a uniform system of accounting throughout the state, or he may 
prescribe methods for the conduct of the affairs of any depart- 
ment or sub-department. 

Subsection (d). By this subsection, the Commissioner is giv- 
en supervision over the Budget, and may order any item that has 
been omitted in whole or in part from the Budget or the Tax 
Ordinance to be included therein. He may order the County 
Board of Taxation to include any item omitted from the Budget 
or Tax Ordinance to be included in the tax levy made and fixed 
by such county board. 

Section 4. 

In this section, the Commissioner of Municipal Accounts is 
directed to prescribe the form of reports and statements in con- 
nection with the financial conditions of municipalities, counties 
and school districts. He is also instructed to prepare such report 
blanks and forward same to the proper officials in time to permit 
them to make and file such reports and statements. 

Section 5. 

In this section, the Commissioner is directed to examine and 
audit statements of the annua'l sinking fund requirements and 
to certify same to the sinking fund commission and to the gov- 
erning body. Under section 12, subsection (b) of the Budget 
Act, the Commissioner is directed to include in the certificate of 
the annual sinking fund, requirements, the amount to be raised 
and included in the Budget, to meet any bonds falling due within 
the year. His certificate in connection with this matter consti- 
tutes a mandatory obligation and carries the same force and ef- 
fect as the certificate in connection with the annual sinking fund 
requirements as defined in the Sinking Fund Act. 
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Section 6. 



This section treats with the grand calculation and tabulation 
of all sinking funds called for under sections 17 and 18 of the 
Sinking Fund Act and directs the Commissioner to issue a cer- 
tificate showing the valuation of the sinking fund based upon 
the amortization basis, as set forth in section 14 of such act. 
If the sinking funds are below the standard of requirements the 
certificate shall also state the annual contribution to the special 
sinking fund, which is the means provided to bring such sinking 
funds up to their proper standard. 

Section 7. 

In this section, the Commissioner is directed to compile and 
publish the financial reports and statements of the several muni- 
cipalities and counties and prepare same for distribution. 

Section 8. 

In this section, the Commissioner is directed to keep safely 
the certified copies of the proceedings, legal opinions, etc., in 
connection with bond issues. Such proceedings shall be public 
records. Copies of same shall be furnished upon the payment 
of proper and reasonable fees. 

Section 9. 

In this section, a per diem charge of $15.00 is authorized 
for each examiner in connection with the examination and audit 
of sinking funds. 

Section 10. 

In this section, a penalty is imposed upon the officials who 
are directed by law to transmit statements or reports of their 
several kinds to the Commissioner of Municipal Accounts For 
default in complying with the provisions of the statutes in con- 
nection therewith, the penalty runs after five days default. In this 
section also the State Treasurer is given the power to enforce 
the payment of any fines or penalties, and fees for audits or 
examination. 



92 



Floating Indebtedness 



Section ii. 



The Commissioner of Municipal Accounts is instructed to 
make a report to the Legislature as to the condition of the sinking 
funds and the financial condition of municipalities, counties and 
school districts, and is also directed to publish such report for 
general distribution. 

FLO A TING INDEBTEDNESS 

Chapter 153, P. L. 191 7 

The purpose of this Act was to gather up the temporarg 
obligations of a municipality or countp, and convert such Indebt- 
edness Into the Instruments provided bg the new statutes, and 
have their term and final date for retirement controlled In accord 
with the new fiscal pollcg. Such Instruments as mag not have 
a true or live asset for their support are classified as "floating 
Indebtedness" and refunded as such with positive dates for fmal 
pagment 

This statute was in the nature of a dragnet, in which it is 
planned to gather all the temporary indebtedness of a municipali- 
ty or county, and re-distribute same into their true and proper 
classification, and place all under the definite limitation and con- 
trol of the new fiscal system. 

The act required all municipalities and counties to make a 
tabulation of all instruments of indebtedness of a temporary 
character and distribute same to the several classes of new in- 
struments as defined by the several statutes. . Such tabulation and 
distribution were required to have been made prior to July i, 

191 7, and the report rendered to the Commissioner of Municipal 
Accounts by September i, 191 7. It was stipulated all re-financing 
be done by November i, 191 7. 

It was found that some municipalities were delinquent in 
financing such indebtedness as directed and by Chapter 244, P. L. 

1918, the time for refunding was extended to August i, 1918, 
after which, there is no means for refunding this class of in- 
debtedness, excepting by including same in the Budget, or by 
issuing Interest Deficiency Notes, section 21, Budget Act, which 
fixes the final date for. payment. 
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FILING PROCEDURE BOND ISSUES 

Chapter 156, P. L. 191 7 

This act imposes the duty upon the Clerk of the municipality, 
the Clerk of the Board of Freeholders, and the Clerk of the 
School District to file with the Department of Municipal Ac- 
counts a certified copy of the proceedings relating to the issuance 
of all bonds, together with copies of legal opinions, etc. 

The books of many municipalities and school districts which 
record the authorization for bond issues have been mislaid or 
destroyed* In event of the necessity for justifying the issuance 
of bonds, serious embarrassment would be occasioned by not 
having the records and data on file, consequently it is intended 
by this Act to have certified copies of such proceedings filed with 
the Commissioner of Municipal Accounts at Trenton, for safe- 
keeping for future reference. 

Authentic records may be especially important in the case of 
bonds held by a sinking fund, for the purpose of meeting when, 
maturing bonds, securities would have to be sold. In the 
event of not being able to produce the proper documents authoriz- 
ing the issue, a municipality may be at serious loss and embarrass- 
ment. > 

It is recommended that such filed records would prove an 
excellent safeguard for all bond issues, but it is an indispensable 
feature in connection with bonds held by the sinking fund for 
the reasons above noted, and all officials who are required to 
prepare and file such. papers should be diligent in their duty in 
this respect. 
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THE BOND ACT 

Chapter 152, P. L. 1916 

as amended by 

Chapter 240, P. L. 1917 

The aim sought in the Bond Act is to bring both temporary and 

permanent financing of all improvements under uniform 

procedure and within the scope and control 

of a single statute. 

To conserve credit and place the burden of improvements 
upon the generation that enjoys the benefits, Hmitations have 
been placed upon the amount, terms and maturities for all in- 
debtedness to insure its payment within the life of the improve- 
ment. In this act an established debt Hmit is fixed which is 
known as the New Jersey Debt Limit. The plan is to measure 
the borrowing ability of the contracting municipality or county 
before the indebtedness is contracted. To accomplish this it is 
required that a statement of the debt condition be a part of the 
ordinance or the resolution authorizing the indebtedness. 

The Bond Act provides the procedure for issuing debt 
obligations for other than current purposes in all classes and 
sizes of municipalities and counties. The purposes for which 
municipalities are authorized to incur indebtedness are for the 
most part set forth in the Municipal Home Rule Act, Chapter 
152, P. L. 1917, as amended by Chapter 163, P. L. 1918, and the 
purposes for which counties are authorized to incur indebted- 
ness are set forth in the County Home Rule Act, Chapter 185, 
P. L. 1918. 

Section i. 

This section recites the general provisions for borrowing 
money for any and all improvement purposes, the authority for 
which a municipality or a county may have conferred upon it 
through other statutes and for the issuance of refunding bonds 
and assessment improvement notes or bonds. 
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Note: — It should be especially noted that the permanent 
financing of improvements, any part of the cost of which is 
to be assessed against property benefited, is prohibited until 
after the assessments have been confirmed. This restriction 
is imposed so that the costs may be separated before the 
permanent financing is done and the municipality's share 
financed separate and distinct from the financing of the 
portion actually assessed against the property benefited. 

Note: — In its relation to the property owner, the municipality 
is essentially his agent in constructing and financing assess- 
ment improvements in so far as the costs represented by the 
assessable benefits are concerned; the assessment payments 
are reserved and dedicated to pay the indebtedness incurred 
for the improvement. The municipality is at all times re- 
sponsible to the contractor for the entire cost of the work 
and to the holders of the notes or bonds issued to cover such 
costs: both these parties look only to the municipality to 
pay such obligations. 

Section 2. 

Subsection ( i ) defines the board or body authorized to incur 
indebtedness and issue notes or bonds, and vests in such body 
the power to fix the amount to be authorized and issued, the 
rate of interest hot exceeding 6%, the denomination of the bonds 
and their maturities. The Supplemental Debt Statement, which 
reveals the borrowing power, is required to be filed previous to 
the introduction of an ordinance in municipalities or resolution 
in counties authorizing indebtedness, where same is not wholly 
exempted, in computing the debt of a municipality or county. 
In order that the public and the governing body may be informed 
as to the debt condition and the borrowing power, it is provided 
that the features of the Supplemental Debt Statement which re- 
veal these conditions (as called for under (h) (c) (d), this 
subsection), be made a part of the ordinance or resolution au- 
thorizing the indebtedness. 

Note: — The Supplemental Debt Statement is not required 
in connection with the authorization of water notes or bonds, 
or of bonds to fund temporary notes or bonds issued under 
authorization as provided in this act, or of refunding bonds 
to fund bonds issued prior to the operation of this act, or of 
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notes or bonds issued for the construction or reconstruction 
of dikes, bulkheads, jetties or other devices erected along the 
ocean or inlet front and intended to prevent the encroachment 
of the sea, etc. section 12-(2). All such bonds are either 
exempt from the debt limit or are by their nature obligations 
that would not increase the net debt by changing their form. 

(a) The Probable Period of Usefulness. This 
should be interpreted to mean the period during which it is 
estimated that the proposed improvement will serve its purpose 
with ordinary repairs and upkeep (not reconstruction). The 
governing body may depend upon the certificate of the architect 
or engineer as to this matter, but 'such period must nevertheless 
not be greater than the period as fixed in section 4 for the several 
classifications of improvements which should be taken as the 
maximum period of maturity, that is, the date when the last 
annual installment of the bonds shall fall due. 

(b) The Average Assessed Valuation. This is 
the average of the last three assessed valuations of taxable real 
property (including improvements). The average valuation is 
taken to stabilize the debt limit and overcome the temptation to 
increase values for the sake of greater borrowing power. 

(c) The Percentage of Net Diebt. This is the 
result of computation of the Supplemental Debt Statement. It 
is the item that determines the percentage of the borrowing power 
which has been used by the outstanding indebtedness and the 
indebtedness about to be authorized, and from it, the free borrow- 
ing power is ascertained. 

(d) Statement on File. This declaration is 
made a part of the ordinance or resolution so as to put the mem- 
bers of the governing body who vote for the ordinance or resolu- 
tion and the public on notice that the duly constituted official has 
filed with the Clerk a statement of the debt condition. Such 
statement is open to public inspection and serves all purposes 
of notifying those interested as to the debt condition. 

Subsection (2) This additional statement is necessary only 
in townships or boroughs and preserves the taxpayers' rights for 
a voice in contracting indebtedness. 
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Note: — It should be noted that the right of the taxpayer 
in connection with incurring indebtedness, as provided by the 
General Borough and Township Laws has not been taken 
away. This right has been changed from the necessity ' of 
holding an election to authorize such indebtedness, to a protest 
petition as defined in section 9, through which the people's 
right is exercised. 

Subsection (3) After the ordinance or resolution has been 
finally passed or adopted, the Clerk is required to publish same 
(as provided in the law governing ordinances or resolutions, as 
the case may be) before it shall be operative. In connection with 
this requirement a notice, as prescribed, shall be made a part of 
such publication. The purpose is to give final notice of the au- 
thorization of indebtedness so that any interested person who 
may want to protest shall have opportunity to do so. If no 
action, suit or proceeding is commenced within twenty days from 
the first publication of such notice thereafter the proceedings 
and any bonds or notes issued thereunder are beyond attack. 

Note: — As in section 14, subsection (j) a contract cannot 
be entered into until an appropriation has been made for 
meeting the costs, and as improvements that come under the 
scope of this act are financed by note or bond issues, the re- 
sult is that a contract cannot be entered into until after the 
bonds to finance same have been authorized as provided in 
this section 2. 

Note: — The maximum maturity for assessment bonds is given 
as two years beyond the due date of the last assessment 
installment. This date should be taken as the date for the 
last serial maturity. 

Note: — It should be observed that bonds covering that portion 
of the cost of an improvement which is assessed against prop- 
erty especially benefited cannot be combined with bonds for 
other purposes, but must be issued separately and shall be 
denominated "assessment bonds" in order that for accounting 
purposes, they may be readily distinguished as against bonds 
issued for other purposes. 

Note: — The maximum term for refunding bonds is fixed as 
twenty years, and the maximum term for bonds issued to 
refund temporary instruments, for improvements, the character 
of which cannot be ascertained, is fifteen jrears. 
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Note: — If the indebtedness to be incurred or the temporary 
notes to be funded are for several purposes, and one issue 
of bonds is to be made to cover same, the average date of the 
maturities as defined in section 4, shall be taken in fixing the 
maturities for the issue, having respect to the amounts and 
the maturities as fixed for the several purposes included In 
the issue. 

Section 3. Serial Bonds 

This section defines the method for arriving at the annual 
instaHments of the entire issue. It is provided that the first in- 
stallment shall fall due not more than two years from date of 
issue. In order that the burden of principal and interest pay- 
ments covering the whole period may be somewhat equalized, it 
is provided that the last maturities may be 50% greater than 
the smallest prior maturity. 

For Example:-— A forty year bond issue of $100,000 may be 
made payable $2000 per year for the first twenty years, and 
$3000 per year for the second twenty years, or a $144,000 
bond issue running for thirty years may be made to mature 
$4000 per year for the first seven years, $4500 per year for 
the second eight years, and $5000 per year for the next ten 
years and $6000 per year for the last five years. 

As the only bonds now authorized in New Jersey are 
serial bonds, by this definition as to maturities, which is different 
from the maturities for serial bonds of other states, bonds issued 
under this act may be called New Jersey Serial Bonds. 

Section 4. 

This section provides a means for determining the period 
or term for which bonds for the several purposes shall run. Such 
period cannot be more than the period of usefulness of the im- 
provement, nor the maximum term named in this section. 

Subsection (i) In this subsection, the declaration as to the 
period or term fixed in the ordinance or resolution, authorizing 
the issue of bonds shall obtain, but the declaration is, neverthe- 
less, controlled by the provisions of subsections (2), (3), (4), 
this section, (4). 

Subsection (2) This subsection restricts the period of use- 
fulness to not exceed the number of years for the several classes 
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of property or improvement or purpose as enumerated and de- 
clared in Clauses (A) to (U), inclusive. 

Subsection (3) This subsection defines the date from which 
the period of usefulness shall be computed. It shall not be more 
than one year from the completion of the improvement, for which 
bonds are to be issued. 

Subsection (4) In order that the responsibility for fixing 
the classification of the improvement and the period of usefulness 
shall be placed upon a duly constituted authority, this duty is 
imposed upon the governing body, and their determination shall 
be deemed conclusive in any action involving the validity of said 
bonds. 

Section 5. 

This section authorizes the refunding of bonds where the 
funds on hand for the payment of which are not sufficient to pay 
such bonds. In section 2, the maturities for refunding bonds 
are fixed within a period of twenty years, but must be serial 
maturities as provided in section 3. 

Section 6. « 

This section describes the sale provision which shall control 
in connection with the sale of bonds in amounts of $10,000 and 
over, which must be by sealed proposals or at public auction, after 
a ten days' notice as provided in section 11, and in a financial 
paper and provides the amount of deposit required to qualify 
the bid. The manner of bidding should be carefully observed by 
the bidder, and the conditions upon which bids are canvassed 
should be carefully studied by those in charge of the sale. In 
this section also, provision is made for selling part or installments 
of an authorized issue at separate times. The -manner of bidding 
and the conditions upon which such bids will be canvassed are 
here set forth. 

Note: — If the amount to be sold is less than $10,000, same 
may be sold at private sale for the best bid obtainable, but in 
most cases, such issues should be taken by the sinking fund. 

Note: — Under the plan of bidding, the issuing municipality 
receives bids for the amount of money authorized and the 
bidder states the least number of bonds he is willing to accept 
for the sum named, plus an additional premium which must ^ 
be less than the least denomination of the bonds. 
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Section 7. 

This section designates the officials who shall sign the bonds 
and coupons, form of the bond, where bonds may be made pay- 
able, transfer agent or registrar, etc. 

Section 8. 

This section defines the disposition of moneys received from 
bond sales. The amount of money as authorized when received 
by the treasurer shall be treated as capital funds and controlled 
under capital accounts, and must be applied for the purposes for 
which said bonds were issued in strict accord with the ordinance 
or resolution authorizing the issue. Any moneys received as a 
premium over and above the amount authorized may be used 
for payment of expenses for advertising, printing of bonds or 
attorney's fees (if same were not included in the amount author- 
ized). Any portion of such money not so used may be applied 
for current purposes and shall be controlled by the conditions 
and limitations of the Budget Act. If, after the purposes for 
which the amount authorized has been fully met, there shall re- 
main any portion of the authorized amount, it is provided that 
the governing body may apply same to pay the principal of any 
outstanding bonds, either by turning same over to the sinking 
fund or applying same to the payment of bonds falling due within 
the current year. 

Section 9. 

This section provides for the protest petition in boroughs 
and. townships. If filed within 10 days, such protest shall act in 
the first instance as a temporary restraint and thereafter as a 
pennanent restraint unless within sixty days after the first pub- 
lication of the passed ordinance or resolution the legal voters in 
such borough or township shall at an election held for the pur- 
pose approve the action of their governing body, in which case, 
if approval is given, the governing body shall adopt a resolution 
declaring the results of the election, and publish same, in which 
case, if no action or suit is commenced within twenty days after 
publication of such resolution, no further action can be taken 
to interfere with the proceedings or their execution. 

lOI 



Bond Act 

Section io. 

After the expiration of twenty days after the publication 
of the ordinance or resolution (as passed or adopted), as pro- 
vided in section 2, subsection (3), upon delivery of bonds, all 
such instruments are valid and beyond the possibility of legal 
attack, except, of course, where fraud is established. 

Note: — This validating of the bonds runs as a security to the 
holder thereof, and also commits the municipality under all 
conditions to pay the face of the bonds and the interest. 

Section ii. 

By this section all matters requiring or permitted to be pub- 
lished shall be advertised in a newspaper published in the muni- 
cipality or county, and if no paper is published therein, then in a 
paper published and circulating in the municipality or county. 
This should be interpreted to mean the official newspaper when 
such has been designated. 

Section ii. 

This section prescribes the form and purpose of the Annual 
Debt Statement, the Supplemental Debt Statement and the sup- 
plement to the Supplemental Debt Statement. 

Subsection (i). The Annual Debt Statement showing the 
debt condition as of December 31 as called for under this sub- 
section, is required to be made by the financial officer of each 
municipality and each county on blanks provided by the Depart- 
ment of Municipal Accounts to be filed with the Clerk of the 
municipality, or the Clerk of the Board of Freeholders during 
the first month of each year. Copy of this Annual Debt State- 
ment is also required to be sent to the Commissioner of Municipal 
Accounts at Trenton previous to the thirty-first day of January 
of each year, and forms a part of the annual report of the munici- 
pality or county to be filed later with such official. Such state- 
ment shall be at all times a public document and open for public 
inspection. The statement shall consist of. 

A. The gross indebtedness, compiled as follows : 

(a) The bonded debt which should include bonds outstand- 
ing and those which have been authorized but not issued. Under 
this head, separate listing should be made of^ — 
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Bonds issued or authorized for assessment improvements. 

Bonds issued or authorized for each of the following public 
utilities or enterprises: docks, water supply, electric light, gas, 
markets, etc., when revenue is received from same. 

Bonds issued or authorized by the municipality or county 
for school purposes. 

In the case of counties, bonds issued or authorized for park 
purposes. 

Note: — In the case of school bohds and county park bonds, 
there should first be deducted the sinking fund or moneys 
on hand to pay any of such bonds, and only the net indebted- 
ness for school purposes or for county park purposes, as the 
case may be, should be extended to the column from which 
the gross net debt is totalled. 

(b) All evidences of indebtedness of a temporary nature, 
including such as have been authorized but not issued. 

The sum total of the above will give the gross indebtedness. 

B. The following deductions are allowed : 

(a) The amount of special assessments levied and uncollec- 
ted, and which are not deducted under any other item. 

(b) The estimated amount determined by resolution of the 
governing body of special assessments which may be levied for 
any improvement, the cost of which is included in any part of 
the gross indebtedness and which is not deducted under some 
other item. 

Note: — This should be interpreted to mean assessments in 
prospect for work under construction at any time between the 
authorization of the indebtedness and the confirmation of the 
assessments. 

(c) The amount up to 3% of the average assessed valua- 
tions for public utilities or enterprises, (excepting water supply) 
but including docks, electric light or power, gas, markets, etc., 
whereby the municipality derives revenues, provided that during 
the previous fiscal year the operating, upkeep and carrying charges 
(payment of principal of bonds falling due in the year, the sink- 
ing fund requirements and the interest on the indebtedness) have 
been met by the receipts from the operation of such utilities or en- 
terprises, when figured under the manner provided by Chapter 
242, P. L. 1918, Sec. 12, subsection (e). 
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Note: — In extending the deduction under this item, the 
amounts shall not in any case exceed 3% of the average 
assessed valuation, nor shall it exceed the amount of bonds 
issued or authorized and outstanding for the creation of the 
utility or enterprise. 

(d) All indebtedness incurred or authorized for the supply 
of water, which should include the cost of constructing reser- 
voirs, pump stations, pipe lines, hydrants or the purchase of land 
for water sheds, etc. 

(e) The amount up to 3% of the average assessed valuation 
on account of bonds issued for school purposes. 

Note: — In no cases shall the deductions under this item 
exceed the amount of bonds issued or authorized and outstand- 
ing for school purposes, or more than 3% of the average 
assessed valuation. 

(f) In counties which have issued bonds for park purposes, 
an amount up to ifo of the average assessed valuation as stated. 

Note: — In no case, shall the deductions under this item be 
more than the amount of bonds issued or authorized and 
outstanding or more than 1% of the average assessed valua- 
tion. 

(g) A deduction is allowed to the amount of funds on hand, 
or sinking funds which are held for the payment of any part 
of the gross indebtedness, and which have not been deducted 
under any other item. There shall be included under this item, 
the proceeds of bonds or notes which have been issued to pay 
any part of the gross indebtedness (such as for refunding, etc.) 
Also, any bonds which have been authorized and not issued if 
the authorization is included in the gross indebtedness. 

(h) Any amount which is included in the current tax levy 
for the payment of any part of the gross indebtedness, and which 
has not been deducted under any other item. This includes ap- 
propriations for the payment of bonds falling due and the ap- 
propriations* for sinking funds for bonds in so far as such ap- 
propriations are for the sinking funds for bonds which are not 
entirely exempted from the debt limit. 

(i) An amount equal to the unpaid taxes which are not more 
than three years in arrears. 
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(j) Any indebtedness incurred or authorized for the con- 
struction of docks, bulkheads, jetties or other devices, etc. 

(k) Amounts owing to the municipality or county by the 
state, by other municipalities, persons or corporations, on account 
of improvements for which indebtedness has been incurred or 
authorized and included in the gross indebtedness and not de- 
ducted under some other item. 

C. The total of these deductions S'hall be taken from the total 
of the gross indebtedness, and the result will give the net 
debt of the municipality or county and should be recorded 
in the debt statement under C. 

D. The average of the three next preceding assessed valuations 
of the real property in the municipality or county, which shall 
include improvements and the second class railroad property 
assessed in such municipality or county, as the case may be. 

E. The relation expressed in percentage, which the net debt 
bears to the average of the assessed valuations. This is 
ascertained by dividing the net debt by the average assessed 
valuation. The result is the percentage of the borrowing 
power which has been used by the municipality or county, 
and from it, the free borrowing power is ascertained. 

Subsection (2) requires a Supplemental Debt Statement to 
be filed before the introduction of any ordinance or resolution 
authorizing bonds or notes under this statute. The Supplemen- 
tal Debt Statement as called for in this subsection must be filed 
with the Clerk of the Municipality or the Clerk of the Board of 
Freeholders and its results as indicated by D. and E. made a 
part of the ordinance or resolution authorizing indebtedness as 
called for in section 2, as the percentage of debt as shown by 
such Supplemental Debt Statement furnishes a basis for fixing 
the borrowing power of the municipality or county, and is conse- 
quently an important document in connection with such pro- 
cedure. 

The Supplemental Debt Statement is used to reveal the 
borrowing power in connection with incurring further indebted- 
ness under this act. The result expressed in the Annual Debt 
Statement is used as the basis and the Supplemental Debt State- 
ment brings the debt condition of the municipality or county up 
to date. The items to be separately stated are : 
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A. The net debt as determined by the Annual Debt Statement 
under C. 

The amounts by which the net debt has been increased or 
decreased since the last Annual Debt Statement. 

The net debt at the present time. 

B. A statement of the purposes and the amounts, separately 
itemized of the bonds or notes which are about to be au- 
thorized, together with any deductions which may properly 
be made on account of each such item. Such deductions 
may be the proportion of the cost of the proposed improve- 
ment covered by the proposed authorization which may have 
been formerly appropriated by the state, as its share of the 
cost for a highway improvement or under (k) of the Annual 
Debt Statement, or in case of assessment improvement 
bonds, the amount which is estimated and determined by 
resolution, will be levied against property especially bene- 
fited. 

C. This item should express the net debt after the amount to 
be authorized has been added, and any deductions made, 
which are properly deductable, and which w^ere not deducted 
in the Annual Debt Statement. 

D. The average of the three next preceding assessed valuations 
of real property, including improvements and second class 
railroad property. 

E. The relation expressed in percentage which the net debt 
bears to the average of the assessed valuations. This is 
ascertained by dividing the net debt by the average assessed 
valuation. The result is the percentage of the borrowing 
power which has been used by the municipality or county, 
and from it, the free borrowing power is ascertained. 

Subsection (3). Operates where the net debt is over 7% 
in the case of municipalities, or 2% in the case of counties. In 
such municipalitie§ or counties a further supplement to the Sup- 
plemental Debt Statement must be made before any contracts 
are entered into or bonds authorized giving in detail the items 
called for under this subsection, in addition to the items called 
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for under subsection (2). Where the debt condition is such as to 
require such a supplement the further allowance of indebtedness 
is provided for municipalities to the extent of 2%, and for coun- 
ties to the extent of 1%, over and above the percentage of net 
debt as shown on December 31, 1916, without respect to the 
percentage of debt on that date. 

Where it is necessary to file a supplement to the Supple- 
mental Debt Statement, the further items to be stated are : 

F. The total amount of bonds or notes which have been au- 
thorized since December 31, 1916, when such bonds or 
notes come within the requirements of gross indebtedness as 
defined by subsection ( i ) A, this section. The total amount 
as authorized should be given, whether they are now out- 
standing or not, but does not include any notes or bonds 
issued in anticipation of the receipt of tax revenues. 

G. The deductions as provided under subsection (i) B, of the 
Annual Debt Statement, which may properly be made on 
account of bonds or notes issued since December 31, 191 6, 
as tabulated under the previous item. 

H. To arrive at the net increase of indebtedness the difference 
between the items stated under F and the items stated under 
G is to be stated under this item. 

I. The average assessed valuation of taxable real property, in- 
cluding improvements and second class railroad property 
of the municipality and county for the next three years 
previous to 191 7. This should be interpreted to mean the 
average valuations of real property for the years 191 4, 1915, 
1916. 

J. The relation expressed in percentage, which' the increased 
net debt bears to such average of the assessed valuations. 
This is ascertained by dividing the increased net debt by 
such average assessed valuation, and is the result which shall 
be taken in computing the additional borrowing power. The 
result is the additional percentage which has been used by 
the municipality or county, and from it, the free additional 
borrowing power is ascertained. 
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Subsection 4 prohibits further indebtedness if the net debt 
has increased more than 2% for a municipality or 1% for a 
county since December 31, 1916. 

Note: — It should be observed that where the net debt of a 
municipality or county as shown by the supplement to the 
Supplemental Debt Statement under subsection (2) and sub- 
section (3) exceeds the limitations as set forth in subsection 
(4), then no further contract can be made for which bonds 
or notes are to be issued or authorized until the municipality 
or county can, either by increased valuations or sinking fund 
contributions or the retirement of indebtedness, make the 
resultant percentage as shown in the Supplemental Debt 
Statement come below the limitations described in this act. 
This should be construed to be an additional borrowing power 
without regard to the percentage of debt as of December 
31, 1916. While a municipality is using the 2%, and counties 
the 1% added borrowing power they shall readjust their 
affairs so that their net debt will, after exhausting this addi- 
tional borrowing power, be below 7% for municipalities and 
2% for counties, as after the additional borrowing power is 
exhausted, the borrowing power will be controlled by the flat 
7% limit in municipalities and 2% in counties. 

Section 13. 

In this section provision is made for the temporary financing 
of any improvement for which bonds have been authorized, by 
borrowing on temporary notes or bonds to meet the costs of 
carrying the improvement. 

Note: — Under the 1918 amendment to this act, provision is 
made that where the cost of an assessment improvement is 
being carried on temporary notes or bonds, and the con- 
flrmation of the assessments is held up by court decree, pend- 
ing the result of legal proceedings, then the six-year period 
for payment or refunding of such temporary instruments 
shall be computed from the time the court renders its final 
decision. 

Section 14. 

This section sets forth several interpretations to apply to this 
act in connection with incurring indebtedness. 

(a) This provides a legal means to reimburse an account 
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from which funds may have been borrowed to finance an im- 
provement, providing for the return of the fund to the account 
lending same from the proceeds of the bond issue. 

(b) To avoid any uncertainty as to the authority for in- 
cluding interest accruing on temporary loans during construc- 
tion, it is here stipulated that such interest for the construction 
period and for six months thereafter shall be deemed as part of 
construction costs and may properly be included in the bond 
issue. 

(c) The costs of engineering and inspection, whether per- 
formed by the engineering department of the municipality or 
county or by people not regularly employed are part of the con- 
struction cost, properly chargeable thereto and to be provided 
for by note or bond issue; also the costs incident to the issue 
of bonds (such as printing, advertising and legal fees) may be 
charged to construction and paid from proceeds of the bond 
issue. 

(d) This determines the standing of any securities of the 
municipality or county held in their sinking funds when com- 
puting the debt conditions under section 12; all such securities 
are to be treated as outstanding and considered the same as 
though held by a third party. 

(e) Any temporary financing is to be considered as having 
been made for the purpose to which the funds were applied and 
be governed by the conditions that control such purposes; the 
governing body is authorized to determine the purposes. 

(f ) When bonds are issued for improvement in which two 
or more municipalities share the benefits, such bonds are to be 
deemed as issued for such purpose and are controlled by the 
provisions of the act that apply to such purpose, such as a joint 
sewer project, etc. 

(g) This clears up any question about the values to be used 
in arriving at the assessed valuations as called for in section 12. 

(h) This makes clear that the validity of a bond issue is 
not dependent upon the minor details of the proceeding authoriz- 
ing the improvement or the bonds. It should not be taken to 
mean that the clear directions of section 2 as to the things which 
the ordinance or resolution shall contain or that the public notices 
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need not be carried out. These are indispensable parts of the 
authorization. This clause refers to minor features only. 

(i) This in a few words places a prohibition on refunding 
bonds issued under this act and as to assessment and refunding 
bonds as set forth in section 2, but not as to temporary notes or 
bonds issued under section 13. 

(j) This subsection requires that an appropriation, which 

can only be made by a properly passed ordinance for municipali- 
ties or a properly adopted resolution for counties, must be made 
before any contract can be signed or entered into. This pro- 
vision is made for the purpose of orderly procedure. The bor- 
rowing power is thus brought in question before passing the 
ordinance or resolution, and by requiring that these shall be 
effective before a contract can be made, the contract is brought 
under the control of the debt limit. This is necessary, as the 
debt is incurred as much by signing a contract as by issuing 
bonds. It will also avoid the embarrassment of being obligated 
for a contract which cannot be financed. 

Note: — By the provisions of Chapter 152, P. L. 1917, section 
44, aU money coUected from assessments shan be kept in 
separate account and used only for payment of assessment 
improvement indebtedness. 

Section 15. 

This section provides that this act shall not be construed 
to control the issuance of indebtedness for school purposes or 
in anticipation of the collection of tax^s, etc. It also provides 
that wherein any election held previous to July i, 19 16, authoriz- 
ed the municipality to incur debt, such au'thorization shall con- 
stitute the authorization for the issuance of bonds under this act. 

Section 16. 

Provides that this act shall not affect bonds or notes which 
have been authorized by an ordinance or resolution finally passed 
or adopted prior to the date of the approval of this act, wherein 
the plan of financing was fixed by such ordinance or resolution, 
in which case, the plan of financing as so fixed shall control the 
issuance of the bonds. 
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ARTICLE VI. CITY SCHOOL DISTRICTS 

BOND ACT 

Chapter no, P. L. 1917 

This amendment to section 76 of the School Act treats only 
with the bonds issued bp Article VL Citg School Districts. The 
procedure for authorizing the issue of school bonds has in no 
waj; been changed. 

Subsection i. The Board of Education determines the 
necessity for raising money for a school improvement, and de- 
Hvers a certificate defining the purpose and estimating the amount 
needed to the Board of School Estimate, and this board passes 
upon the necessity for the proposed expenditure and the amount. 
The Board of School Estimate delivers a certificate to the Board 
of Education and a duplicate thereof to the board which has 
charge of the finances in such municipality, setting forth its 
recommendations in the matter. Such finance board may include 
the amount named in the tax levy or may appropriate and bor- 
row money therefor by the issuance of bonds which shall be 
issued in denominations of $500 or more w^ith serial maturities. 

Subsection 2. The bonds issued must be designated School 
Bonds; they shall fall due in annual installments, the interest 
rate shall not exceed 6 per centum, the first installment shall fall 
due not more than two years frbm the date of issue, and no in- 
stallment shall be more than 50% in excess of the amount of the 
smallest prior installment. 

Note: — This is the same sort of serial bond as is defined in 
the Bond Act. To comply with the dates for maturities as 
defined by this sub-section, an issue of $155,000-30 year bonds 
the annual installment could be arranged as follows: $4,000 
per year for the first ten years, $5,000 per year for the next 
five years, and $6,000 per year for the last fifteen years. 

Subsection 3 defines the maximum terms for which the 
bonds may run for each of the several classes of construction, 
additions, land purchases and equipment. The terms named 
should be taken as the maximum term for the last installment of 
the issue. 
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City School Bonds 

Note: — The character of the building or the addition de- 
termines the length of the term of bonds. 

Subseqtion 4 declares that no bonds issued under this act 
shall be renewed or refunded, but school bonds issued previous 
to July I, 19 1 7, may be renewed or refunded if the funds on 
hand for the payment of same at maturity are not sufficient to 
retire same, in which event, such portion only of the bonds as 
cannot be paid may be refunded. The maximum term for re- 
funding bonds is twenty years ; they shall be serial bonds, each 
annual installment of practically the same amount. 

Subsection 5. This section describes the sale provision for 
bond sale when the amount is $10,000, or over, which is the same 
as the sale provision under the Bond Act, with the provision 
for selling the bonds to be issued to the sinking fund. 

Note: — If the amount of bonds to be issued is less than 
110,000, they may be sold at private sale for the best bid 
obtainable. 

Note: — Bidders should carefully observe the sale conditions 
and form of proposal for bond sales, and those in charge of 
the sale should note the conditions upon which bids are to 
be canvassed. 

Note: — It shall be observed that the amount of bonds to be 
issued is only such as will produce the amount ot money 
as authorized by the appropriation, plus any premium which 
shall not exceed in amount the smallest denomination of 
bonds to be sold. 

Subsection 6. Makes provisions for selling bonds authoriz- 
ed in installments. 

Subsection 7. This subsection directs the city officials to 
provide funds in the annual tax levy for the interest and for 
such principal of the bonds as may mature during the year. It 
also provides that should the amount of school bonds outstanding, 
together with the proposed issue, exceed 3% of the assessed 
valuation of real and personal property of the district, the con- 
currence of the governing body must be had. This should be in- 
terpreted to mean that the governing body may veto the action 
of the Board of Education and the Board of School Estimate 
in issuing bonds that would make the total of outstanding school 
bonds more than 3% of the assessed valuation. 
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Country School Bonds 

A further proviso is that if the school bonds outstanding 
and those about to be issued shall make the aggregate of school 
bonds exceed 5% of such valuation, then such bonds cannot be 
issued. A further proviso makes of non-effect city charter pro- 
visions that may impose restrictions upon the issuance of school 
bonds that are inconsistent with the provisions of this subsection, 
or a limit of indebtedness shall be of no effect, if such limitations 
restrict the issuance of bonds provided in this sub-section. In 
other words, this subsection amends city charters as to the subject 
matter thereof. 

Note: — School bonds to an amount of 3% of the average of 
the last three assessed valuations of the real property are 
exempted under the debt limit of the Bond Act, Chap. 240, 
P. L. 1917» section 12, bonds over the 3% are a charge 
against the limit and may be issued if the municipality has 
the borrowing power under the Bond Act. 

Note: — By the supplement to the School Act, Chapter 112, 
P. L. 1916, authority is given the governing body of cities 
in Articles VI, City School Districts, to temporarily finance 
any improvement up to the amount authorized and fund 
such temporary instruments by a bond issue when work is 
completed. 

ARTICLE VIL COUNTRY SCHOOL DISTRICTS 

SCHOOL BOND ACT 

Chapter iii, P. L. 1917 

This amends section 97 of the School Act which relates to 
the issuance of bonds in County School Districts, 

Subsection i. This subsection provides that the legal 
voters of the school district must authorize the issue either at a 
special meeting called for the purpose or at a regular school 
meeting and provides further that the interest shall not exceed 
6%, and the denominations shall be $100. or multiple thereof. 

Subsection 2 provides that the bonds shall be made payable 
in annual installments, the first installment shall fall due not 
more than two years from the date of issue, and no annual in- 
stallment shall be more than 50% in excess of the amount of 
the smallest prior installment. 
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Country School Bonds 

• 

Note: — To comply with the maturity dates a« prescribed in 
this subsection, — for $150,000 worth of bonds with maximum 
maturity 30 years, annual installments could be arranged as 
follows: $4,000 per year for the first ten years, $5,000 for 
the second ten years, and $6,000 for the last ten years. 

Subsection 3 provides for the maximum term for which 
bonds may be issued for the several classes of school improve- 
ments, and is governed entirely by the character of the structure 
to be built or the goods to be purchased. The maturities as 
defined should be construed to fix the maturity of the last in- 
stallment. 

Subsection 4 prohibits any bonds issued under this Act to be 
renewed or refunded, and also provides that when the funds on 
hand for the payment of bonds issued prior to July i, 191 7, 
shall not be sufficient to pay said bonds at maturity, then the 
portion of such bonds only as cannot be paid from funds on 
hand may be refunded for a period not to exceed twenty years, 
and same shall be serial bonds, each annual installment to be as 
nearly .as practical of the same amount. 

Subsection 5 provides for the sale of bonds when the amount 
is $10,000 or more. These provisions are the same as the sale 
provisions of the Bond Act. A further provision allows the 
Board of Education to sell any issue of bonds to the sinking 
fund. 

Note: — Bidders should carefully observe the sale provisions 
and form of proposal for bond bids and those in charge of 
the sale should note the conditions upon which bids are to be 
canvassed. 

Note: — It should be observed that the amount of bonds to be 
issued is only such as will produce the amount of money 
authorized by the vote of the district, plus any premium which 
shall not exceed in amount the smallest denomination of the 
bonds to be sold. 

Note: — W^hen the amount of bonds issued is less than $10,000 
they may be sold at private sale for the best bid obtainable. 

Subsection 6 provides for the sale by installments of the 
amount authorized by the vote of the school district. 

Subsection 7 directs that the proceeds of bond sales shall 
be paid to the Custodian of School Moneys, and. also provides 
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Temporary School Financing 

that if any part of the proceeds of such sale are not necessary 
for the purposes for which same was authorized, the Board of 
Education may transfer the balance remaining and unapplied, 
to the building and repair account of the school district. 

Subsection 8 provides that unless action is taken to contest 
the validity of an election authorizing the issue of bonds within 
twenty days after such election, then such action shall be of non- 
effect, and the proceedings shall be held as valid thereafter. 

Note: — By the supplement to the School Act, Chapter 112, 
P. L. 1916, authority is given the Board of Education In 
Article VII, Country School Districts, to temporarily finance 
any contract up to the amount authorized and fund such 
temporary instruments by a bond issue when the work is 
completed. 

TEMPORARY FINANCING, SCHOOL PURPOSES 

Chapter ii2, P. L. 1916 

The purpose of this enactment is to relieve a ver^ embarras- 
sing situation that often occurred in connection with the con- 
struction and financing of school improvements. 

The 1903 School Law required that bonds after being au- 
thorized should be sold and the monev in hand before a contract 
was made or work commenced in connection with ani) improve- 
ment or purchase of property for school purposes. This forced 
school districts and cities to sell bonds in a market, which at 
times was not advantageous, and consequentlg entailed the pay- 
ment of an excessive interest rate covering the entire bond issue, 
or in some cases, prohibited the improvement. To overcome 
these difficulties, the act authorizing temporary financing for 
school purposes was passed. The added reasons for temporarily 
financing school improvements are that the definite cost mag 
not be known until after the completion of the work, and a 
greater or less amount of monei^ raised than is necessary. The 
loss in interest entailed bp idle funds is a substantial reason in 
favor of this plan of temporary financing improvement costs 

the act authorizes both Article VI. and Article VII. School 
Districts, to temporarily finance their undertakings after proper 
authorization for the indebtedness has been made. The plan is 
the same as has alwaj^s obtained in municipalities in connection 
with public improvements. 
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Temporary School Financing 

Section i. 

This section covers the procedure for issuing temporary 
notes or bonds by cities for Article VI Districts to finance any 
school improvement for which indebtedness has been duly au- 
thorized. It provides for funding such instruments by perma- 
nent bonds at the completion of the work. The limitation of 
amount placed on such temporary notes or bonds is the amount 
of the appropriation authorized. 

When the funds to pay the temporary instruments are to 
be raised by taxation, the amount of the appropriation covering 
the item is dedicated to the payment of such temporary instru- 
ments, which should be retired before the thirty-first day of 
December of the year in which the levy is made. 

Subsection 2 allows for the making of a permanent bond 
issue for several school purposes. This is known as a consolidat- 
ed issue, the maturities of which will be the average maximum 
terms of the purposes included in the issue, having respect to the 
amount of bonds for each purpose. 

Note: — It should be noted that under the School Bond Act 
only sufficient permanent bonds may be sold to obtain the 
amount necessary to fund temporary notes or bonds outstand- 
ing, which, in all cases, cannot exceed the amount of indebted- 
ness authorized. Permanent bonds must be issued under the 
provisions of Chapter 110, P. L. 1917. 

Section 2. 

This section provides for temporary financing in Article 
VII, Country School Districts. The district comes into this 
power only after the purpose and the amount has been authorized 
by the legal voters of the school district. The limitation as to 
the amount placed on the temporary instruments is the amount 
of the authorization. The proceeds of the sale of permanent 
bonds, which shall be issued under Chapter iii, P. L. 1917, 
are dedicated for the retirement of the temporary instruments 
and for this purpose only. 

Direction is given that the District Clerk include the interest 
on the temporary loans in the amount certified for school pur- 
poses in the annual school budget, and in the case of permanent 
bonds, the clerk is directed to include the interest and the install- 
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Temporary School Financing 

ment payment of the principal falling due in the year as a part 
of the school budget. 

The collector of the taxing district is instructed to pay the 
interest and principal items over to the custodian of school mon- 
eys. The custodian of school moneys shall deposit same in 
such bank as the Board of Education may direct, which should 
be interpreted to mean the bank at which the interest and prin- 
cipal have been made payable. 

In subsection 4, the Board of Education is authorized to 
enter into a contract before any money is in their treasury, the 
plan being to raise funds necessary for the payment of the con- 
tract obligations, by issuing temporary instruments as the pay- 
ments fall due. 

Section 3. 

In this section, limitation is put upon the time for which 
all such temporary loans may be run, viz., they shall run not 
to exceed the period of one year from the date of their issue, 
but may be renewed from time to time for a period of three 
years, after which time, they must be paid and retired, either by 
the issuing of permanent bonds or by funds raised in the tax 
levy. 
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